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dependable indication of the trustworthiness of 
any banking and trust institution is the amount of business éntrusted 
to it by its customers. 

The Union Trust Company of Pittsburgh has been chosen to handle 
trust funds of over $379,000,000, in the belief that this bank is thor- 
oughly capable of transacting satisfactorily the business placed with it. 

We invite other banks and bankers to take advantage of the com- 


prehensive service we offer to correspondents. 
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A VALUABLE connection in Philadelphia 
is afforded by this Company, with its central 
location, fifty years’ experience in all phases 
of banking and trust affairs and its large 
resources, 
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The President’s Room 


You ARE CORDIALLY INVITED to visit our banking 
rooms at the corner of State and Congress Streets, Boston, 
where you will find the architectural treatment and furnishings 
reminiscent of the early Colonial counting houses. You 


may also see an unusual collection of old ship models and 
rare prints which we believe you will find of interest. 
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STATE STREET TRUST COMPANY 


BOSTON 
eo unig s+ 
ALLAN FORBES, President 


MEMBER FEDERAL RESERVE SYSTEM 
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BROOKLYN TRUST 


COMPANY 


NEW YORK OFFICE: 
26 Broad Street 
New York, N. Y. 


MAIN OFFICE: 
177 Montague Street 
Brooklyn, N. Y. 





Summary of Statement 
at the Close of Business, December 31, 1932 





RESOURCES 
Cash on Hand and Due from Federal 

Reserve Bank and Other Banks........ $35,284, 463.16 

U. S. Government Bonds................ 6,730,994.32 

So oS ertwanadudmoeus 3,244,716.33 

ee ree 24,487,267.92 
Demand Loans Secured by Collateral. .... 29,446,932.56 $99,194,374.29 
Time Loans and Bills Purchased...................... 28,655, 136.23 
Loans on Bonds and Mortgages................000000 2,419,872.67 
SS ict avied Rede adewhe yah eeu Rekcwee 6,783,330.00 
Customers’ Liability on Acceptances.................5- 3,219,118.15 
NN ee ee ee ee anda eon els 2,105,780.62 
$142,377,611.96 

LIABILITIES 

Ne ac 5 Wise bem Gute a uke ae Re ed $8,200,000.00 
6g ee ee hema ee eae 8,000,000.00 
RII «0 er eg oe ee 2,337,112.38 
er i ig il OR 7,070,916.17 
ce cu a eee slaw ay aie sae ata ake anes aebee 113,286,337.34 
Dividend Payable January 3, 1933.................005. 205,000.00 
ee ee 3,278,246.07 
_$142,377,611.96 


One of the Oldest Trust Companies in the United States 
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AMERICAN CIVILIZATION MOVES FORWARD 
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Number One 


CAPITALISM versus TECHNOCRACY 


AMERICAN CIVILIZATION MARCHES FORWARD TO ORDERLY ADJUSTMENTS 


66 LD MAN DerprREsSION”’ has reached 
the feeble stage of garrulous sec- 
cond-childhood. A shapeless spec- 
tre, styled ““Technocracy” haunts 
his dreams. Morbid fancies are excited by 
incantations and nursed by a locust swarm of 
witch doctors, offering herbaceous delicacies 
that are redolent of the good old days of 
pot-boiling romance. At one moment he is 
terrified by the vision of a complete smash- 
up of the whole fabric of present-day 
civilization—not to mention such _inci- 
dentals as capitalism, measurements of 
value and price system—doomed to ex- 
tinction under the wheels of a monster, 
mechanical Juggernaut. Then his senses 
are lulled by the promise of synthetic dilu- 
tion of monetary standards, “electric dol- 
lars,” fiat currency and a picturesque assort- 
ment of narcotics, all highly charged with 
inflationary content. Meanwhile, ‘“Old Man 
Depression,” as the legitimate heir of his 
bloated and apoplectic predecessor who was 
so rudely ejected from the fool’s paradise of 
paper prosperity, is undergoing a less vio- 
lent but certain process of dissolution. 
Disciplined and healthy minds are not 
intrigued by the latest crop of abstruse 
preachments or flood of mischievous expe- 
dients, to which the prevalent state of mass 
psychology is unfortunately prone to lend 
an eager ear. They see beyond an American 
civilization, perhaps halting and obscured 
at times, but marching forward silently and 
irresistibly over every obstacle. They see 





natural, evolutionary forces, not only mak- 
ing for economic and social convalescence, 
but for orderly adjustment. They see a 
nation not enslaved by, but in the process 
of capitalizing the refinements of science 
and the wonderful technique of a machine 
age, leading to higher objectives of human 
happiness, culture and equitable distribu- 
tion of wealth and production. Although 
this depression may be of longer duration 
and more precipitate in its statistical descent 
of values, it is bound to yield as other 
downward cycles have, to the opposing 
qualities of faith, resourcefulness and re- 
deeming good sense which are the peculiar 
heritage of the American people. 

Capitalism and the constitutional con- 
cepts of the rights of private property are 
not on the defensive or doomed to go to the 
bow-wows as Howard Scott and his satel- 
lites of nebulous ‘““Technocracy” would have 
us believe. Capitalism, as an evolutionary 
product responsive to true economic laws, 
is in the throes of regeneration. It is adapt- 
ing itself anew to opportunities of im- 
proved machine production, distribution 
and revaluation. This depression has not 
indicted capitalism and the price system as 
something obsolete. It has served to reveal 
abuses and shortcomings. It opens path- 
ways to greater possibilities by reconciling 
the true science of technology with the true 
functions of capitalism. 

It is folly to dismiss the present vogue of 
“Technocracy” as “the bunk” or a passing 
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mental aberration. True it offers no prac- 
tical solution; its published data and calcu- 
lations have been discredited. It has been 
formally disavowed by the American En- 
gineering Council, the central unit of the 
country’s engineering profession, as present- 
ing conclusions which “‘may have a serious 
effect of undermining public confidence in 
our present civilization and holding forth 
unwarranted promise of a quick solution of 
economic ills.” Notwithstanding, this craze 
is symptomatic of a searching for economic 
and technical solutions. It presents a chal- 
lenge to the intelligence of American indus- 
trialists, to our business men, bankers and 
lawmakers. 
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FACING REALITIES 


‘mii HE major problem in American busi- 
'T| ness, industry and finance is the 
ability to clean house and demon- 
strate a greater capacity for cooperation 
with science and engineering skill. A vast 
machine of production and distribution lies 
impotent and lacking alignment. With 
proper direction it is capable of supplying 
abundance of food, clothing, shelter, com- 
forts and cultural advantages in the midst 
of dire distress and eleven million unem- 
ployed. Not so long ago this great machine 
was hailed as the salvation of mankind. 
Today it looms up as a menace. 

Successful planning does not envisage 
revolutionary formula or abstruse philos- 
ophies. It means planning from the ground 
up. No other nation has available such 
agencies for building up new capitalistic, 
industrial and commercial foundations. It 
means courageous facing of realities, de- 
manding industrial readjustments, capital 
and wage alignments, revision of public, 
corporate and mortgage financing, removal 
of trade and tariff barriers, speedy settle- 
ment of war debts, strengthening the bank- 
ing and credit structures and vigorous 
participation in international economic 
councils. 

Improvement there has been last year but 
mainly in public psychology and determina- 
tion to make necessary adjustments. For- 
eign trade sank to the lowest since 1905. 
Many more nations went off the gold stand- 
ard. Approximately 1,400 banks suspended 
with deposits of $700,000,000 as compared 
with 2,298 failures in 1931 with deposits of 
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$1,691,000,000. Factory output fell 41 per 
cent in two years. Total new financing was 
$1,390,676,000 as against $3,577,867,000 in 
1931 and $9,691,000,000 during the peak 
year of 1929. Government debts mounted 
and liquidation has proceeded at a greater 
pace than at any time since the Civil War. 
Commodity prices dropped another 15 per 
cent. Railroad earnings receded to 1.20 per 
cent. Combined business index showed drop 
of 17.4 per cent. The most notable favorable 
factor was the reversal of the gold outflow. 
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VOLUNTARY COOPERATION 


MERICA has not learned to carry its 
wealth at home and its creditor pres- 
tige abroad. The real danger at home 
lies in shifting too much reliance upon gov- 
ernment aids. Then there is the threat of 
dangerous fiat legislation in Congress such 
as bills to remonitize silver, the Patman 
bonus bill, bank guarantee, the Jones domes- 
tic allotment plan and increasing the burden 
of taxation. There is palpable need for im- 
proving control and instrumentalities of 
credit with the Federal Reserve operating as 
a fifth wheel. Most disconcerting is the per- 
sistent laissez-faire attitude which prevents 
the right kind of voluntary cooperation in 
private enterprise. Bankers are absorbed in 
their own individual problems instead of 
showing genuine leadership, leaving the 
task to questionable enforcements by Con- 
gress. Corporate and other types of financ- 
ing call for fumigation. 

It is obvious that the first approach to 
restoration of confidence and business must 
come from Washington. It is reassuring that 
President-elect Roosevelt is pledged to 
oppose measures that may cause further un- 
settlement and interfere with the effective 
functioning of the banking and monetary 
systems. First of all Congress must balance 
the Federal budget and preserve national 
credit by economic and more scientific ap- 
portionment of tax burdens calling for re- 
vision of national, state and local taxation. 
Settlement of the war debts must be speedily 
accomplished on sound economic rather 
than political grounds. Tariffs must be 
treated with more intelligent concern toward 
debtor nations, export market and exchange 
conditions. The Reconstruction Finance 
Corporation has rendered signal service but 
it cannot provide the ignition so essential 
to private business enterprise. 
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CLEAN SLATE FOR TRUST SERVICE 
DURING DEPRESSION 


ONVINCING proof is again forth- 
coming from official sources and as- 

sembled in this issue of TRust Com- 
PANIES, confirming that trust companies and 
banks in the United States have preserved 
a clean slate during 1932 in faithful and 
efficient stewardship over billions of trust 
funds and estate property. Moral, legal and 
financial protection, thrown around the dis- 
charge of trust obligations, have never stood 
forth in such strong relief as during this 
entire period of depression, especially dur- 
ing the past year of persistent shrinkage of 
values. The quality of moral protection is 
named first because that is the most precious 
asset in American trust company develop- 
ment. Honest errors of judgment may 
occur, particularly in difficult times like 
the present. Statutory and supervisory 
authority may be either effective or lax. 
Values may be subject to uncontrollable 
currents. But the inviolate record of 
stewardship by corporate fiduciaries, must 
be primarily ascribed to moral conduct 
which transcends all other rules. 

It is folly to assert that trust companies 
and banks, as fiduciary custodians of funds 
and property, are endowed with super- 
human attributes; that they are infallible in 
judgment and immune from losses conse- 
quent upon general depreciation of values. 
What they may justly claim is that trust 
funds in their care have been kept free from 
loss to beneficiaries by reason of numerous 
bank failures, charge of malfeasance, fraud, 
or deliberate mismanagement. There are 
isolated instances where trust companies 
have been surcharged by lower courts for 
alleged lack of foresight in handling trust 
investments. But in practically every in- 
stance the courts of appeal have reversed 
such judgments. 

Trust service has passed through the 
most drastic testing period in its history 
with flags flying. Amidst all current cries 
of resentment of demand for legislative 
straightjackets, no voice has been raised 
against trust administration. Here and 
there malicious attacks and wanton exag- 
geration of isolated incidents, have ap- 
peared in public print. Such attacks have 
discredited the authors by their obvious 
contempt for truth and fairness. 


EXPANDING SCOPE OF TRUST 
PROTECTION 


RUST _ administration has demon- 
strated qualities superior to every 

other type of financial service. The 
past few years have revealed more emphat- 
ically than ever before that those men and 
women whose affairs have been in the hands 
of trust departments have far more reason 
to congratulate themselves than the average 
where entrusted to individuals or where 
reliance was placed on personal judgment. 
If principal has shrunk in terms of market 
figures or income lessened, it has been due 
to depreciation which has affected all types 
of securities and not because of lack of ex- 
perience, fidelity, and sound judgment of 
trust management. 

It is worthy of mention that in the rela- 
tively few instances where bank failures dur- 
ing the past year, or indeed during the entire 
period of depression, involved trust assets 
that they were legally segregated and other- 
wise protected by preferred creditor status, 
capital liability or securities required to be 
deposited with public officials. In all but 
three smaller states, where negligible 
amounts of trust funds are tied up in litiga- 
tion or subject to final settlement, the state 
bank supervisors report no official evidence 
of the loss of a single dollar, aside from 
market depreciation. 

Although this depression has served to 
place trust service upon a higher pinnacle 
of integrity, it has also disclosed weaknesses 
in the general structure of administration 
and trust law. Numerous bank failures in- 
volving unwarranted or misleading abuse of 
the title ‘trust company” cries aloud for 
statutory restriction. Grant of trust power 
should be more jealously guarded. There is 
need for standardization of trust law and 
revision of laws of descent and inheritance 
and probate. Definition of “legal invest- 
ments” must be clarified in the light of 
recent experience. There is room for further 
improvement in relations between lawyers 
and trust companies, as well as life under- 
writers. The Uniform Principal and Income 
Act and other adjudicated principals of 
trust law should be urged upon legislatures. 
Evaluation of cost of trust new business 
is of vital concern. Above all, the spirit of 
striving for higher ideals of service and per- 
fection of personnel must be maintained. 
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ON THE CHESS BOARD OF INTER- 
NATIONAL DIPLOMACY 


O the common lay mind the panorama 
of world affairs looks like one of those 
modernistic masterpieces with top- 

pling towers and blind dabs in black and 
white. Military and naval armaments are 
bigger than in 1914. One wonders after the 
brilliant Lausanne flight of casting out 
German reparations, if the top chessmen 
are just plain dumb like ordinary people, or 
successful at looking and talking wise. In 
the ensemble Uncle Samuel comes far from 
being an heroic figure. Unmindful of the 
world’s opinion and solemn treaty obliga- 
tions, Japan goes on blithely and systemat- 
ically to dismember China. Revolutions 
proceed merrily in South America. It seems 
not so long ago when the French populace 
in Paris got down on their knees in the 
Champs Elysées and with streaming 
tears of gratitude acclaimed the American 
doughboys as their saviors, grasping at 
American dollars with fervent professions 
of paying their debts to American manhood 
and coin many times over. Except for John 
Bull and several others among the squab- 
bling family of European nations, who have 
preserved a fine sense of obligation, the 
cartoonists abroad now discover in Uncle 
Sam an inspirational subject for their facile 
pens as a modern Shylock and discredited 
court jester. 

The European debtor nations are waiting 
for Washington to make the next move on 
the international chess board as the bloated 
owner of most of the world’s gold stock. 
President Hoover and his successor, Frank- 
lin Roosevelt, seated in the Red Room of 
the White House, evidently got together 
the other day and forgetting politics for the 
moment, served notice that Uncle Sam 
would deal with European debtors individu- 
ually on the basis of ‘“‘capacity to pay.”’ 
That was the substance of the invitation to 
Great Britain for a debt talk after March 
4th. It served notice on France and other 
defaulters that if they persist in dishonoring 
their national debts they must reckon with 
the contempt not only of the American 
people, but the conscience of all honorable 
nations and people. 

Next on the international chess board 
comes the World Economic Conference, 
scheduled to be held in London sometime in 
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April. Forty-four countries are off the gold 
standard. There again Uncle Sam as the 
chief world’s exporter and creditor, has the 
privilege of occupying the seat of honor. 
Will he wear the foolscap or the crown? 
Will he restore the gold standard ? Roosevelt 
will be comfortably seatéd—let’s hope— 
in the chair where George Washington, 
Abraham Lincoln and the beloved patron 
saints of true Americanism look down upon 
him from their gilded frames. He will be 
privileged like none of his illustrious pred- 
ecessors have been to inspire our delegates 
to give accent to an Americanism that spells 
restoration of economic and political peace, 
the re-establishment of the gold standard, 
the stabilization of international exchange 
and the abolition of foolish trade and tariff 
barriers. They must give accent to an 
American doctrine of international faith, 
meaning the reduction of armaments, the 
abandonment of suicidal policies of aggres- 
sion and selfish nationalism, for which the 
conscience of the world craves. 
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SHALL WE HAVE RENEWED 
INFLATION? 


RANK SISSON, the present standard 
bearer of the American Bankers 

Association, has shed many genuine 
pearls of thought. Here’s his latest and 
it’s apropos: 

“Inflation is not the pathway to business 
recovery in the United States. The nation 
has an ample volume of currency and re- 
sources for sound credit expansion to finance 
the restoration of business to normal pro- 
portions and activities. The great need of 
the hour is to set our existing currency and 
credit powers in motion—to give them 
velocity and dynamic force, which are in 
fact just as effective in stopping deflation 
and stimulating business activity as infla- 
tion is thought by its exponents to be, with- 
out its known baneful effects and deceptive 
evils. And what is needed to give our cur- 
rency and credit resources velocity is busi- 
ness confidence—confidence among indus- 
trial and business leaders for their under- 
takings, courage to ask the banks for sound 
loans to finance them and prudent courage 
among bankers to grant them—courage, 
also, among our people to resume normal 
spending and replenishments, and among 
our investors to resume normal investing.” 
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AUTONOMY OF STATES RECOG- 
NIZED IN AMENDED GLASS 
BANKING BILL 


HE folly of delegating reform of the 
American banking system to political 
minds rather than to experts on the 
subject, has been well illustrated by the 
debate in the Senate on the pending Glass 
bill. The fate of this measure at this session 
of Congress depends largely upon the oppo- 
sition exerted by unit bankers and those who 
express fear over the possibility of concen- 
trating the banking and credit power of the 
nation into relatively few hands by the pro- 
posed enlargement of branch banking. An 
important point is that the Glass bill has 
been revised to permit statewide branch 
banking only in permissive states. State- 
wide branches are now allowed in only 
nine states. The filibuster by Senator 
Long of Louisiana has been costly because 
of the short life of the “lame duck” session, 
the pressure of supply bills and the conflict 
over methods of balancing the federal 
budget. Although President Hoover has 
urged immediate action of banking reform 
and by inference approved branch banking 
expansion, there is grave doubt as to secur- 
ing concurrence in the House during the 
present session. 

Senator Glass, in the course of the Senate 
debate, stated that President-elect Roose- 
velt is in favor of his bill. This cannot be 
reconciled with published utterances of the 
President-elect wherein he decries unlimited 
branch banking as a form of “‘absentee land- 
lordism,” and as stifling individual initia- 
tive. The Senator from Virginia, moreover, 
urged immediate action on his bill as neces- 
sary to prevent over four hundred banks 
which he pictures as in perilous condition, 
from going under. 

Growing opposition manifests itself to 
the provision in the Glass bill which seeks 
to divorce security affiliates from commer- 
cial banks. The feeling grows stronger in 
Congressional as well as administrative 
circles that the structure of serving industry 
and corporations with long-term capital 
requirements, should be subjected to exam- 
ination and supervision, but that it would 
gravely unsettle the country to abolish in- 
vestment affiliates. The executive commit- 
tee of the Advisory Council of the Federal 
Reserve Board, concurs in this viewpoint. 


NEW YORK BANK SUPERINTEND- 
ENT ADVOCATES STATEWIDE 
BRANCH BANKING 


OMPETITIVE scramble between 
federal and state banking authorities 
in expanding branch banking privi- 
leges is bound to be one of the by-products 
in the event of the enactment of provisions 
in the Glass bill now before Congress which 
would allow national banks to maintain 
statewide branch systems. An early sign is 
the recommendation in the recent annual 
report made by Banking Superintendent 
Joseph A. Broderick of New York to permit 
banks and trust companies to establish 
branches within county limits and where an 
institution has capital and surplus of 
$25,000,000 or more, to permit branches in 
any city or town within the state. State- 
wide branch banking was also endorsed at ° 
the recent mid-winter meeting of the New 
York State Bankers Association. 


Other important amendments are sug- 
gested by the superintendent designed to 
prevent recurrence of banking experiences 
and bad practices. He asks for summary 
power, with concurrence of the newly estab- 
lished State Banking Board, to remove offi- 
cers, directors, trustees or employees found 
guilty of persistent violations. He suggests 
that all state banking corporations shall be 
required, within a period of five years, to 
liquidate or dispose of the capital stock of 
any affiliated corporation primarily inter- 
ested in the purchase and sale of securities. 
He would limit to 10 per cent of capital and 
surplus the amount to which any bank or 
trust company may be interested in all 
affiliated corporations by way of loans, 
stocks or other obligations. He would pro- 
vide that no officer of a bank be permitted 
to become an officer of a corporation en- 
gaged primarily in the purchase or sale of 
securities. He recommends that investment 
companies may reincorporate under the 
Stock Corporation Law. Other recom- 
mendations, most of which have been incor- 
porated in bills introduced in the legisla- 
ture, include recapitalization of banks by 
issuance of stock certificates to depositors in 
lieu of portion of deposit claims; permitting 
the superintendent to borrow from the 
Reconstruction Finance Corporation; further 
restriction of loans to officers and permit- 
ting prompt mergers by directors. 








LIABILITY OF TRUSTEES FOR 
INVESTMENTS 


N interesting decision has been ren- 
dered by the Surrogate of Kings 

County of New York which brings 
up the liability of a trustee in investment 
of trust funds in non legals which subse- 
quently become legal and the question of 
imposing upon the trustee the duty of in- 
vestigation. The facts are unusual and the 
rules of law applicable thereto are worthy 
of consideration. 

In April, 1928, trustees received from 
themselves, as executors, the sum of $260,- 
000. In June, 1928, they purchased from 
the American Bond and Mortgage Company 
$100,000 par value participation certificates 
in a first mortgage of a New Jersey corpora- 
tion on property in New Jersey. They were 
advised by counsel that the investment was 
not legal in New York. They then agreed 
with the American Bond and Mortgage 
Company to exchange the participation 
certificates for similar certificates on prop- 
erty in New York. The sales manager of 
the American Bond and Mortgage Company 
stated that the bonds were legal and that 
the property upon which they were secured 
was improved by a twenty-four story build- 
ing which was 60 per cent rented and that 
an opinion had been given by a firm of 
attorneys that the bonds were legal. 

The trustees relied on these statements 
and made no independent investigation of 
the facts. The representations were not 
true, because no building had yet been con- 
structed on the property. The firm of at- 
torneys had merely rendered an opinion 
that if a building was completed, the bonds 
would be legal for trust funds. 

Late in 1929, the building was actually 
completed and on that date the bonds be- 
came legal investments. Although the 
trustees paid par value for the securities, 
and although they were selling at par late 
in 1929, their value decreased rapidly from 
that date by reason of the depression and 
the financial difficulties of the American 
Bond and Mortgage Company. 

An attempt was made to surcharge the 
trustees (1) because they had invested in 
securities which were not at the time legal 
for trust funds. The Court decided that 
the trustees should not be surcharged on 
this account, because the investments had 
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subsequently become legal for trust funds. 
2) An attempt was made to surcharge 
the trustees on the ground that they had 
invested a large portion of the trust fund 
in a single security. Refusing to surcharge 
the trustees on this ground, the Court said: 
“It is entirely true that many financial 
authorities advocate wide diversity of in- 
vestment. It is equally true that others as 
strenuously affirm the contrary and agree 
with the familiar admonition of the late 
Andrew Carnegie: ‘Put all your eggs in 
one basket and watch the basket.’ This 
divergence of sentiment among the financial 
authorities would render a judicial decision 
in favor of either school of thought an ultra 
hazardous undertaking. For present pur- 
poses, suffice it to say that no such demon- 
stration of improvidence on the part of the 
trustees in investing less than two-fifths of 
their funds in these securities has been made 
as to justify the court in declaring as a mat- 
ter of law that their action was improper.”’ 
The Court also took judicial notice of the 
present economic condition and decided 
that the decrease in value of the security 
was due to the unusual business conditions 
and to no fault of the trustees. 
LAWS GOVERNING LEGAL 
INVESTMENTS 
OST laws defining legal investments 
for savings and trust funds, especially 
railroad bonds, municipals and real 
estate mortgage securities, were drawn 
when such issues were considered the most 
stable institutional investments. Many such 
securities are now in default. Times and 
valuations have undergone great change 
affecting so-called ‘‘legal investments.” It is 
now obvious that such investments and 
particularly availability of mortgage loans, 
must be accorded revised and broader legis- 
lative treatment in order to provide ade- 
quate supply of high grade bonds with 
proper diversification. Signal instance is the 
bill before the New York State legislature 
providing for another year’s suspension of 
earnings restriction on purchases or holdings 
of railroad bonds by savings banks and trus- 
tees as legal investments. Under this bill 
railroad bonds not actually in default will 
remain on the legal list until April, 1934, 
regardless of whether earnings in 1931 and 
1932 covered margin of interest require- 
ments. 


Raper Re 


a 



























ee 
2 





TRUST COMPANIES 7 


SUPREME COURT RULES ON IR- 
REVOCABLE TRUST TAX 


HE taxable status of irrevocable trusts 
was involved in a recent decision by 
the Supreme Court of the United 
States in upholding the constitutionality of 
the Connecticut Succession Tax. This tax 
law was enacted by the State of Connecti- 
cut in 1923, and provided in substance 
that all property owned by a resident of 
the state at the time of his death which 
passes by will or inheritance, and all gifts 
of such property made in contemplation of 
death or intended to take effect in posses- 
sion or enjoyment at or after the death of 
the grantor shall be taxed. 

In 1926, Harriet Sewell, executed an irre- 
vocable deed of trust which provided that 
the trustee should collect the income and 
pay it to her for life. Upon her death, the 
income was to be paid to her husband for 
life, and upon his death the principal of 
the trust was to be paid to a daughter. 
Mrs. Sewell died in 1930, after the passage 
of the Connecticut Tax Act of 1929. 

The Supreme Court of Connecticut held 
that the irrevocable deed of trust was a 
gift intended to take effect in possession 
or enjoyment after the death of the testator 
and upheld the right of the state to collect 
the succession tax. The estate contended 
that while the Supreme Court of Connecti- 
cut expressly upheld the right to collect the 
tax under the act of 1923, it nevertheless 
based its decision upon the later act of 
1929, and that since the Court relied chiefly 
on the act of 1929, there was an impairment 
of the contract clause of the Federal Con- 
stitution. In other words, if the act of 1923 
did not warrant the tax upon the trust and 
if it was necessary to rely on the act of 1929, 
then the constititional rights of Mrs. Sewell 
were impaired, for she had prepared the 
deed of trust in 1926 with the law as it then 
stood, and her rights at that time could not 
be changed by the later act of 1929. 

The United States Supreme Court de- 
cided that since the Supreme Court of Con- 
necticut had expressly upheld the tax under 
the act of 1923, the Supreme Court of the 
United States was not at liberty to disre- 
gard this decision, except for convincing 
reasons. Mr. Justice Sutherland, who de- 
livered the opinion of the Court, said: 

“Since the court below construed the 


act of 1923, without regard to the act of 
1929, as embracing the event sought to be 
taxed, and since in that view the question 
of contract impairment does not arise, we 
are bound by the decision of that court as 
though the meaning as fixed by the court 
had been expressed in the statute itself in 
specific words. 

In that view the tax was imposed upon 
an event generated by the death of the 
decedent. That such a tax does not con- 
flict with any provision of the federal con- 
stitution is clearly stated by this court in 
Coolidge vs. Long, 282 U. S. 582, 596. There 
a similar tax was held bad because the state 
statute imposing it was passed after the 
creation of the trusts; but the court said: 
‘Undoubtedly the State has power to lay 
such an excise upon property, so passing 
after the taking effect of the taxing Act.’ ”’. 

This decision is regrettable, for it means 
that whenever a state court arbitrarily con- 
strues a state statute to impose a tax upon 
property which by reasonable interpreta- 
tion is not covered by that statute, no re- 
dress can be had in the United States Su- 
preme Court, no matter how unconstitu- 
tionally the state statute may be applied. 
The decision also overrules, in effect, the 
principle which the court asserted in the 
case of Coolidge vs. Long, 282 U. S. 582, at 
page 596, that no death tax can be assessed 
on any transfer infer vivos, unless the trans- 
fer was made by an instrument testamen- 
tary in character or in contemplation of 
death. 

oo ¢ 


IMPORTANT DECISION UPHOLDS 
LIFE INSURANCE TRUSTS 


N view of the rapid growth of life in- 
surance trust business in recent years, 
there is particular interest attached 
to a recent decision of the Illinois Appellate 
Court which involves the rights of the crea- 
tors of such trusts and the rights of general 
creditors of a decedent as against the pro- 
ceeds of insurance policies where the deced- 
ent created an insurance trust. The case 
is that of Gurnett vs. Central Bank and Trust 
Co., et al. 

On December 2, 1930, Ames made a trust 
agreement with the Central Trust Company 
of Illinois, the predecessor of the Central 
Republic Bank and Trust Company. The 
trust agreement covered a large number of 
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insurance policies, most of them payable to 
the estate of Ames. By the trust agree- 
ment of December 2, 1930, and by subse- 
quent amendments to the trust agreement, 
the policies were made payable to the Cen- 
tral Trust Company as trustee, and the 
trustee was directed to administer the trust 
for the benefit of the family. At the time 
that the trust agreements were made Ames 
was insolvent. 

Ames died December 23, 1931, leaving a 
will which named his son and the Central 
Trust Company as executors. His estate, 
outside of the insurance trust which he had 
created, amounted to less than $50,000. 
He owed debts approximating $800,000, the 
chief creditor being a brokerage concern. 
The insurance trust covered approximately 
$1,000,000. The creditors brought an ac- 
tion in the courts to have the trust declared 
invalid and thus make the proceeds of the 
policies payable to the estate and subject 
to their claims. 

The court, in a long opinion, discussed 
numerous authorities involving the vari- 
ous questions in connection with a trust of 
this kind, and affirmed the decision of the 
lower court in sustaining the validity of the 
trust for the benefit of the decedent’s family 
as against the creditors of his estate. ‘“The 
question.”’ said the court, “‘is whether the 
interest of the trustee in these insurance 
policies constituted property such as clothed 
the supposed trust with a body visible to 
the judicial eye. A consideration of the 
simple uncontradicted facts may clarify. In 
the beginning, Ames had possession of these 
insurance policies. They were payable to 
his estate. He reserved the power to change 
the beneficiary. He paid the premiums. 
These were his policies, his property, and 
his right of property therein was absolute. 

“This was the situation on December 2, 
1930, when the writing designated a ‘life 
insurance trust agreement’ was executed. 
Ames was described therein as the ‘assured.’ 
The Central Trust Company was described 
as the ‘trustee.’ The policies were deposited 
with the trustee as agreed. The assured 
also promised to cause the insurance com- 
panies issuing the policies to make the pro- 
ceeds thereof becoming due by. reason of 
the death of the assured payable to the 
trustee, or its successor, as beneficiary of 
the policies and of the proceeds. The trus- 
tee agreed to keep these policies during the 


lifetime of the assured until the assured 
should in writing otherwise direct, and upon 
request in writing by the assured and upon 
the payment to the trustee of reasonable 
compensation for services theretofore ren- 
dered, the trustee agreed to deliver up the 
policies. 

‘“‘What was the nature of the right granted 
to the trustee? What did the trustee take ? 
First, it took possession of the policies. It 
became a bailee. It had a right to reason- 
able compensation. Secondly, it took the 
right to receive the proceeds of the policies. 
This right, it is true, might be revoked, 
but even the right of revocation was not 
absolute. The trustee was not a mere bene- 
ficiary. It did not in this case take a mere 
expectancy. 

“Ames by a writing under seal had di- 
vested himself of the title. He had substi- 
tuted for himself his trustee. It is true that 
his action was revocable. Until he exercised 
that power the trustee heid, as it seems to 
us, the legal title to these policies in trust 
for the parties named in the agreement.” 
TRUST BUSINESS CONTINUES AS 

‘“‘BRIGHT SPOT”’ 

RUST business exhibits surprising in- 
crease during the past year, especially 

in the categories of testamentary, 
living trust, life insurance trust and cus- 
todianship appointments. Corporate trust 
divisions have partially made up for the 
decline in new financing involving corporate 
trusts by the increase in reorganization and 
bond protective committee assignments. 
Official advices as to trust department assets 
are fragmentary, but some of them are sub- 
stantiative of active growth. The Comptrol- 
ler’s office reports individual trust assets of 
1,774 trust departments of national banks 
as aggregating $4,642,000,000 at end of 
June 30, 1932. Trust companies in Penn- 
sylvania are approaching the five billion 
mark in trust funds. Trust companies 
of Boston report around $850,000,000 
trust assets. It is interesting to note 
that the recent first published report 
of trust business made by the City Bank- 
Farmers Trust Company of New York, the 
pioneer trust company of America, shows 
personal trusts and estates at par value of 
$1,362,000,000; custodian accounts, par 
value, $2,295,000,000 and corporate trusts, 
par value of bonds, $5,312,000,000. 
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THE FAMOUS DORRANCE CASE 


HE battle which has been going on 
for some time between the states of 

New Jersey and Pennsylvania re- 
garding the rights of both states to levy an 
inheritance tax against the estate of John 
T. Dorrance, the wealthy manufacturer of 
Campbell’s soup, is ultimately to be de- 
cided by the Supreme Court of the United 
States. Similar questions of domicile were 
involved in a recent decision handed down 
by a referee named by Surrogate Foley 
determining that New York was the domi- 
cile for taxing purposes of the estate of 
Alwater Trowbridge and under which 
New York will be entitled to receive upward 
of $750,000 inheritance tax. 

Until 1925, Dorrance was a resident of 
New Jersey. He lived on a modest country 
estate of seven acres. His wealth grew 
rapidly as a result of his ownership of all 
the capital stock of the Campbell Soup 
Company, a New Jersey Corporation. In 
1925 he decided that it would be for the 
best interest of his family if he lived in or 
near Philadelphia. He purchased an estate 
near Philadelphia at a cost of over a mil- 
lion dollars and moved his family to the 
estate. His mother and sister occupied his 
New Jersey residence and he occasionally 
visited them. But he retained his New Jer- 
sey residence, voted in New Jersey, paid 
taxes and held a church position there. He 
always asserted that he resided in New 
Jersey and drafted his will in accordance 
with the laws of New Jersey. By retaining 
his New Jersey residence he was able to 
save taxes. 

When Dorrance died, his estate, for pur- 
poses of taxation was assessed at $115,000,- 
000 and the State of Pennsylvania assessed 
an inheritance tax of $17,400,000. The 
State of New Jersey assessed a tax of 
$16,768,000. The courts of New Jersey 
have maintained the right of that state to 
collect the tax and the courts of Pennsyl- 
vania have likewise upheld the rights of 
Pennsylvania to the tax. The Supreme 
Court of the United States will therefore 
be called upon to -decide whether or not 
both states can collect the taxes assessed 
on the theory that a man is a resident of 
two states at the same time. ‘Taxing 
authorities of Pennsylvania and New Jersey 
are now in a deadlock on the subject. The 


Pennsylvania Supreme Court has refused to 
modify its decision upholding the collec- 
tion of the tax by that state. 

oo 


RIGHT OF LIFE TENANTS TO IN- 
COME DURING ADMINISTRATION 


N a recent case, the Kentucky Court 
of Appeals has been called upon for 
the first time to determine the duties 
of executors and trustees in fixing the dates 
when income should accrue to certain life 
beneficiaries under a will creating trusts. 
The will provided that out of the residue 
as ascertained, enough first-class securities 
were to be set aside to provide an income 
of $100 per month to Elizabeth Henderson. 
It also provided that if from any cause 
the income therefrom did not amount to 
$100 per month, it was the duty of the 
executors and trustees to replenish the prin- 
cipal sufficiently to produce a net income of 
$100 per month. The will also provided 
that a trust fund out of first-class securities 
on hand at the death of the testatrix 
amounting to $75,000 should be set aside 
and the income therefrom paid to Mrs. 
Wilheit for life. The question was, should 
the income be paid by the executors and 
trustees from the date of the death of the 
testatrix. 

The Court decided that it was the duty 
of the executors and trustees to set up the 
trust for Elizabeth Henderson out of first- 
class securities as soon after the death of 
the testatrix as the executor found that the 
securities were not needed to pay debts and 
expenses, and if the income from the trust 
set up for her had drawn interest or was 
used by the executors in their own business 
during the period of administration, Eliza- 
beth Henderson should be paid interest 
thereon during the period of delay. 

In the case of Mrs. Wilheit, where the 
trust was not required to be set up out of 
the residue, as in the case of Elizabeth 
Henderson, the Court decided that it was 
the duty of the executors to set up this 
trust out of first-class securities on hand 
at the death of the testatrix as soon as they 
determined that these securities were not 
required to pay debts and expenses and to 
begin to pay the income therefrom after the 
death of the testatrix. Grainger vs. Penne- 
baker, Ky. Ct. of Appeals, December 16, 
1932. 
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CHARLES E. MITCHELL DEFENDS 
INVESTMENT AFFILIATES 


M@)LDRESSING shareholders of The 
FN National City Bank of New York at 
the recent annual meeting, Chairman 
Charles E. Mitchell made a vigorous defense 
of the important functions of investment 
affiliates of banks. As opposed to abolish- 
ing such affiliates, he advocates legislative 
regulation and says, in substance: 

“For more than a year there has been 
discussion regarding investment affiliates of 
commercial banks and there are proposals 
for their divorcement. We are of the 
opinion that conservatively operated in- 
vestment banking affiliates, which in the 
aggregate are now doing well over half of 
the investment banking business of the 
country, constitute not only a desirable but 
an essential element in the financial ma- 
chinery of the United States. It is there- 
fore difficult to believe that Congress will 
conclude that it is in the public interest to 
destroy this all important factor in the long 
term money market, especially when it is 
universally recognized that in a period of 
recovery after a depression, the efficiency 
of the investment banking system of the 
nation must not be impaired. 

“To supplant investment affiliates by 
equally efficacious private agencies would 
take years, and when accomplished, the 
machinery of investment banking would be 
beyond government control. Inspection 
and supervision by governmental authori- 
ties of affiliates of banks which are members 
of the Reserve System, in the same way 
the member banks themselves are treated 
under the law, will afford full public pro- 
tection. We hold that regulation of exist- 
ing machinery, not abolition, is the cure 
for any ills that are suggested by critics of 
the existing system.” 
> a & 


CORPORATE RECEIVERS 


PPOSITION has been registered by 
representative commercial and credit 

associations against the Celler amend- 
ment, incorporated in the report of the 
Judiciary Committee of the House, seeking 
to prohibit corporations serving as receivers 
in bankruptcy. The Celler amendment is 
primarily aimed at the Irving Trust Com- 
pany as receiver and trustee in bankruptcy 
for the southern district of New York. 


CALVIN COOLIDGE’S WILL AND 
VALEDICTORY 


N its simplicity and brevity the will 
IT of the late Calvin Coolidge is typical 

of his character. It consists of only 
twenty-three words, as follows: ‘“‘Not un- 
mindful of my son John, I give all my estate, 
both real and personal, to my wife, Grace 
Coolidge, in fee simple.” The allusion to his 
son refers to a separate trust fund of be- 
tween $50,000 and $100,000. Estimates of 
the estate left by the former president 
range from $250,000 to $600,000. The court 
has been asked to make Mrs. Coolidge 
executrix. 

While the Coolidge will, written in his 
own handwriting, is satisfactory under the 
laws of Massachusetts, this example of will 
writing is not one that may be safely 
adopted as a model by laymen. Holo- 
graphic wills and technicalities of attesta- 
tion clauses have been among the most pro- 
lific sources of litigation and defeat of 
testator’s wishes. In the case of the Coolidge 
will the writer was a master of legal lore 
and knew what he was about. But the aver- 
age man who attempts to write his own will 
and relying. upon freedom from legal 
verbiage, is most likely to leave his family 
a heritage of law suits. 

Calvin Coolidge’s last message to the 
American people, is worthy of repetition: 

“For the year 1933 it seems to me that 
we need cooperation and charity. The re- 
sources of our country are sufficient to meet 
our requirements if we use them to help 
each other. We should cooperate to pro- 
mote all kinds of business activity. We 
should do what we can in the way of charity. 
If all that is implied in these two words 
could be put into operation, not only would 
our economic condition begin steadily to 
improve but our destitute would secure 
ample relief. I can think of no better reso- 
lution for the new year than to work in 
these directions.” 


HE Senate at Washington has ap- 
proved extension, for another year, of 
the Glass-Steagall law, which permits 
pledge of government securities as collateral 
for additional Federal Reserve notes. The 
intention of this emergency act is to main- 
tain a larger supply of gold in Reserve 
Banks. 
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THE GROWING COMPLEXITY OF FIDUCIARY INVESTING 
SOME BROADER ASPECTS OF THE TRUST FUNCTION AND THE PROBLEMS OF 
SAFEGUARDING TRUSTEED FUNDS UNDER CHANGING CONDITIONS 


I. WEBSTER BAKER 
Wood, Struthers & Company, New York 








(Epiror’s Note: The following article justifies careful reading by bank, trust com- 
pany and investment officials and all those concerned in the careful handling of trust and 
institutional funds, conservation of principal and maintenance of income. It takes account 
and crystallizes effect of economic changes on different lypes of trust investments, requiring 
decisive and constructive action. The array of facts and statistical summaries represent 
the result of nationwide and exhaustive study of available information on various classi- 
fications of investments of trusteed funds aggregating over 90 billions of dollars. Mr. Baker 
directed the preparation of the recently published book entitled ‘‘Trusteeship of American En- 


dowments”’ by Waod, Struthers er Company. 


HEN one considers the published 

statement that “Philanthropy’s an- 

nual income of two and a half bil- 
lion dollars is exceeded only by the incomes 
of the American and British governments,” 
one obtains but a hint as to the magnitude 
of trusteeship and the responsibilities at- 
tached to it. And even were one able to 
grasp imaginatively the extent to which the 
present and future economic welfare of the 
American people is entrusted to the bank- 
ing, corporate fiduciary and life insurance 
systems of the country, that vision still 
would not encompass the stupendous obliga- 
tions of the institution of trusteeship. 

In considering trusteeship in its broadest 
sense, it may not be too expansive an appli- 
cation of trusteeship to bestow the term 
“trustee” upon all those in whom others 
have reposed a trust that can be fulfilled 
only through the preservation of wealth. 
Under this term, therefore, we may include 
the trustees of philanthropic funds, the host 
of duly appointed individual trustees, the 
officers and directors of banks and trust 
companies, and the trustees of life insurance 
companies. 


Funds Committed to Trusteeship 

It may not be amiss, therefore, to set 
down in dollar terms the approximate ex- 
tent to which the American public commits 
its funds to these trustees in order to make 
incisive the importance of modern trustee- 
ship. The extent to which all philanthropy 
has entrusted its funds may be approximated 


from the huge sums invested in its most 
widely supported branches—religion, hospit- 
alization, foundations, and organized charity. 
But the far-flung benefits bestowed by their 
endowments may be accurately measured, not 
alone by the approximate $12,386,400,000 
they have mobilized, but by the quality of 
trusteeship they have enlisted. 

This really colossal trust, dedicated to the 
welfare of America, gives unmistakeable 
grandeur to a trusteeship that extends not 
only in a sociological direction but in an econ- 
omic one as well. The wise management of 
so much property, and the investment or 
expenditure of so much money cannot help 
but play an important part in the economic 
balance of the country. 

In a very specific sense of the word those 
who are directing banks and life insurance 
companies are acting as trustees, for in the 
eyes of the law they must safeguard the 
funds entrusted to them. So truly is this 
the case that nations customarily surround 
and define permissible actions by definite 
statutory regulations for the protection of 
depositors and policyholders. 


Trust Operation of Banks and Trust 
Companies 
Amongst banking units, obviously the trust 
companies and the trust departments of 
national and state banks are literally trus- 
tees—accepting legal appointments to em- 
ploy safely and profitably the wealth in 
their care, and to disburse it as specified. 
As national banks, which must report the 
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amount of trust funds held, were the last 
to be authorized to engage in trust business, 
their individual trust assets aggregating $4,- 
642,065,000 on June 30, 1932, must be rela- 
tively much smaller than the amount of 
property trusteed with the trust companies 
and state banks. Being under no obligation 
in most states to report trust funds, the 
trust companies and state banks have not 
reported their combined worth to any clear- 
ing house of information. However, prop- 
erty trusteed with them has been conserva- 
tively estimated to exceed $30,000,000,000. 
This would establish the value of the prop- 
erty trusteed with banking units at about 
$34,642,065,000. It is unfortunate that the 
aggregate of the trust funds administered 
by individual trustees, which add greatly 
to the vastness of trusteeship, is unknown 
and unknowable. Any composite picture 
which is herein presented of trusteeship 
must, therefore, exclude the important item 
of property so trusteed. 


Savings and Life Insurance Trusteeship 

Next amongst those trustees who serve 
the nation’s business comes the group re- 
sponsible for the people’s savings, of which 
there were on June 30, 1932, in the mutual 
savings banks $10,039,958,000, and in the 
savings departments of trust companies, na- 
tional, state, and private banks, $14,241,- 
388,000. The fact that these collective sav- 
ings of $24,281,346,000 represented the fru- 
gality of 44,352,106 depositors, who in large 
part have few other reserves, adds to the 
trustee’s financial responsibility a sense of 
moral and social obligation. 

The fact is indisputable that the men re. 
sponsible for the trust and savings deposits 
of the people constitute a group of trustees 
indispensable to American life. 


Colossal Total of Trusteed Funds 


It would be impossible to portray the en- 
tire institution of trusteeship without an 
attempted measurement of the trust assumed 
by those who direct the fifty-two great life 
insurance companies, which had amassed 
assets, at the end of 1932, of $19,000,000,000. 
This represents the extent to which the 
American people have sought to assure finan- 
cial security for themselves and their families 
and is some indication of how they have 
relieved philanthropic and political bodies 
from the possible necessity of supporting 
many who otherwise might become depend- 
ent upon charity or a dole. 


That the stupendous obligations of trustees 
have few counterparts, may be judged by the 


following enumeration of funds estimated to 
be held in trust: 


Philanthropic funds............. $12,386,400,000 
Property trusteed with banks..... 34,642,065,000 
Property trusteed with individuals. Unknowable 


DAVIE GODORIES. 0... oc ccccccecs 24,281,346,000 
ee a re 19,000,000,000 
I A ona re ae $90,309,811,000 


Were it possible to set down the collective 
value of property trusteed with individuals, 
which in the aggregate doubtless would not 
be the smallest of the above figures, it would 
be found that the foregoing measure of the 
responsibilities of trusteeship would be sub- 
stantially increased. The possibility that 
some of these funds may be twice reported 
is recognized, in that some philanthropic 
funds are no doubt trusteed with banks, 
yet these duplications are probably more 
than offset by the omission of innumerable 
lesser unreported trust funds. In any event, 
here is a reasonably accurate yardstick by 
which to measure the financial responsibility 
which is being carried by American trustees. 


Study of Trusteed Funds of Educational 
Institutions 

A broad study of all these diverse funds, 
or of even one group of them, would be al- 
most impossible of achievement. It ‘has 
seemed practical, therefore, to consider here 
only a representative section of these vast 
funds, namely, the investments of thirty lead- 
ing universities and colleges whose reported 
endowments of $674,053,850 are 74 per cent 
of the combined investments of all institu- 
tions of higher education in this country 
having endowments in excess of $5,000,000 
each. Inasmuch as the investment policies 
and practices of these universities and col- 
leges are largely a reflection of the dominat- 
ing influence of banks—either \of their in- 
dividual officers or their trust departments— 
it is believed that the analyses of these 
collegiate holdings may be of vital import 
to trust officers, since the investing of such 
endowments is done under circumstances 
analogous to that of many funds adminis- 
tered by trust departments. 


The investments of each institution, al- 
though representing necessarily slightly vari- 
ant fiscal years, were taken from the latest 
lists available at the time Wood, ‘Struthers 
& Co. made their recent “Comparative An- 
alyses of the Investment Experience of Lead- 
ing Universities’, which forms a part of 
their book just published under the title 
“Trusteeship of American Endowments.” 

The composite fund of the thirty univer- 
sities included in that study, amounting at 
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the market value to $536,606,090, contains 
3.178 different items. According to classes 
of investment the distribution of this com- 
posite fund compares as follows with the 
collective funds of the fifty-two leading life 
insurance companies: 


Life 
Universities Companies 

MN cs freee ogy gs tester 49.8% 35.3% 
Preferred stocks.......... 7.8 2.2 
Common stocks.......... 10.0 6 
Real estate mortgages... 13.5 38.4 
Real property........... 13.1 2.8 
Miscellaneous............ 5.8 20.7 

TOR 6.iccaccc WOO 100.0% 


The thirty universities and colleges afford 
no exception to the traditional theory that 
bonds constitute the most important form 
of investment for such trust funds. The 
experience of the few endowments, the pro- 
portion of whose bonds falls below the 49.8 
per cent average for the composite fund, 
deviate so far from commonly accepted prac- 
tice as to indicate either a lack of any 
definite investment policy or a_ willingness 
to sacrifice deliberately other considerations 
to the hope of obtaining a more liberal in- 
come. 


Stocks and Mortgages as Trust Investments 


While many hold to the belief that per- 
ferred stock is not a suitable repository for 
trust funds, in that it neither occupies the 
position of creditor nor enjoys full owner- 
ship, others feel that its higher income 
return renders it very attractive, particularly 
where preferred issues are not preceded by 
debt or where they represent stable indus- 
tris, such as public utilities. Though there 
are preferred stocks of companies distin- 
guished for financial strength, able manage- 
ment, and a record for having paid dividends 
continuously for years that are entirely 
suitable for trust funds, this class of se- 
curity probably should not represent much 
over 10 per cent of such a trust fund. 


As common stocks assume the full marginal 
hazard of the entrepreneur, it would seem a 
sound policy were the investment of such 
trust funds in common stocks limited to 10 
per cent. It is noteworthy that, as a rule, 
endowment funds acquire common stocks 
more often by bequest than by deliberate 
purchase. 

Mortgages on improved real estate, par- 
ticularly on small residences, while entirely 
lacking in marketability, can provide a trust 
fund with security of the first water and 
income well above that obtainable in normal 
times from high-grade bonds. Their greatest 





drawback is that they necessitate time-con- 
suming supervision. 

Though real estate mortgages, if well se- 
lected and carefully supervised, are inherent- 
ly one of the safest classes of investment, 
they play a lesser part in the university 
scheme of investment than in that of the 
life insurance companies and savings banks. 
State laws generally permit savings banks 
to invest a major portion of their deposits 
in first mortgages on real estate, which are 
also a legalized investment for life insur- 
ance funds, and in most states for trust 
funds. Real property may rightly represent 
a moderate part of a college’s productive 
funds, but only if it is improved and situated 
in a growing community. 

The fact that these universities and col- 
leges hold a higher proportion of stocks than 
either life insurance companies, which have 
only recently been permitted to buy even pre- 
ferred stocks, or savings banks, which in most, 
states are not permitted to buy any stocks 
at all, is offset by an investment of only 13.5 
per cent in mortgages by the universities and 
colleges as against, for a comparable date, 
38 per cent by the life insurance companies 
and 54 per cent for the mutual savings banks 
of this country. 

The preferred stock holdings of the fifty- 
two insurance companies are small because 
permission to acquire them has only recent- 
ly been granted by law, although expansion 
in this direction has been one of the features 
of insurance investment in the last few years. 
Their common stocks represent a negligible 
proportion of their total investments, since 
scarcely any of the largest companies are 
permitted to buy them. The miscellaneous 
item for insurance companies consists prin- 
cipally of policy loans, which increase rap- 
idly during periods of stress. 


Comparison o! Investments 


According to the field of investment the 
distribution of the Composite Fund of thirty 
universities compares as follows with the 
combined investments of fifty-two life insur- 
ance companies: 


Life 
_ Field Universities Companies 

ne 18.6% 16.2% 
Public Utility..........% 23.4 10.0 
OS eee 16.4 3.3 
Governmental........... 6.7 8.6 
Real Fatate.... 6... 27.4 41.2 
Bank and Insurance..... 1.8 .0 
Miscellaneous............ 5.7 20.7 

, eee 100.0% 100.0% 


It would appear that trustees who have 
put part of their productive fund into rail- 
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road securities need not feel unduly appre- 
hensive about the future of the best railroad 
securities, providing government regulatory 
bodies do not fail utterly to understand their 
basic functions. When one considers the es- 
sential importance of the railroads as the 
main arteries of transportation, it appears 
that with the approach of normal times rail- 
road earnings will increase—provided legis- 
lative remedies put the competition of all 
earriers on an equitable basis—so that in- 
vestments made in railroad securities will 
yield a satisfactory income. The railroads 
have played, and, it is believed, will continue 
to play a great part in our national pros- 
perity. 
Public Utilities as Trust Investments 


One of the recent outstanding develop- 
ments in security markets has been the 
achievement by the securities of well situ- 
ated public utility operating companies of a 
position fully equal to that long enjoyed by 
those of the railroads. In fact the utilities 
are coming through the depression with a 
record that would seem to establish their 
high position among, if not at the top of, 
our soundest industries. Comparing the list 
issued by the Banking Department under 
date of December 1, 1932, of utility bonds 
legal in the state of New York, it is found 
that only nine bond issues were dropped 
from the December 1, 1931 list of legals. Of 
these, three had matured in 1932, one had 
been removed because the bonds were never 
sold to the public, and the remaining five 
were issues of one company, which, though 
earning its interest charges about 1.9 times, 
failed to meet the minimum legal margin of 
two times the amount of funded debt interest. 


The fact is obvious that the risks in indus- 
trial securities are greater and, therefore, 
that they do not form as sound a basis for 
eredit. Conversely, the opportunity for 
growth and profit accruing to their stock- 
holders is superior to that offered by rail- 
roads and public utilities. Hence the logical 
conclusion that industrial bonds and _ pre- 
ferred stocks, with few exceptions, are less 
satisfactory as pure investments. 

Any large use of tax exempt United States 
bonds and municipals, when returning low 
incomes, would seem to be wasteful since 
such issues are worth more to other investors 
than to any educational or philanthropic in- 
stitution not subject to taxation. And, in 
the light of events during the past year or 
so, those contenting themselves with modest 
rates of interest from sound domestic issues 
are apt to net a higher average rate of in- 


come over a period of years, than those seek- 
ing high yield from the obligations of foreign 
governments. 

Bank and insurance shares constitute a 
rather specialized field of investment, but 
one not without recognition, as evidenced by 
the fact that the savings bank laws of some 
states allow the purchase of bank stocks to 
the exclusion of all other equities. 


Grading Trustee Investments from Standpoint 
of Safety 

Measurement of the quality of each bond 
and stock in the Composite Fund was under- 
taken from the point of view of safety—the 
prime consideration of any investment—by 
applying to each of the 3,178 items in the 
fund the grading system commonly used by 
Wood, Struthers & Company in its analyti- 
eal work. Combining these gradings in tabu- 
lar form, they are shown to be as follows: 


Preferred Common 


Grade Bonds Stock Stock 

I. Excellent.... 27.2% 32.6% 73.4% 
a Geed........ 2.9 36.0 15.3 
el; BOM c.ccca.s BA 23.5 5.0 
ON. DOO. «sacs 4.9 4.9 0.5 
(— ee 0.3 0.1 6.1 
? Ungraded.... 2.7 2.9 5.7 

Total..... 100.0% 100.0% 100.0% 


In anything approaching normal times 
such a division of bonds, namely 92.1 per 
cent in the three upper grades, would be 
regarded as satisfactorily conservative. The 
economic depression through which the world 
has been passing, however, has had as one 
of its most serious aspects the enormous ag- 
gregate of debts contracted by individuals, 
corporations, and governments, the weight of 
which grows increasingly menacing as val- 
ues and incomes decline. Many bonds, there- 
fore, fairly entitled to a III grading on the 
basis of normal intrinsic value, have been 
brought into question and even into jeopardy 
by temporary impairment of earning power 
or inability of debtors to refinance maturing 
obligations. 


Investment Contrasts Between Bonds and 
Preferred Stocks 

One characteristic of Grade III bonds is 
their tendency either to rise to a higher 
grading or to degenerate into a lower one, 
with recent trends unfortunately in the lat- 
ter direction. In the early stages of an 
era of prosperity medium-grade bonds may 
be appropriate and profitable up to perhaps 
one-third of a bond account but, toward the 
end of such a period, wisdom and experience 
counsel concentration in issues of the best 
quality. 

Among preferred stocks, true investment 
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quality is rarely found below Grade II, so 
that the combined 31.4 per cent of the pre- 
ferred stocks which falls under that grading 
must be considered under suspicion. Accord- 
ingly, the Composite Fund exhibition of 68.6 
per cent of preferred in the two upper grades 
is distinctly less satisfactory than the 92.2 
per cent of bonds in the three upper grades. 

The apparent liberality of the gradings of 
common stocks, when compared with the 
gradings of bonds, is tempered by the premise 
that investment merit sufficient to attract in- 
stitutional investors seldom can be expected 
below Grade I. 


Comparison of Bondholdings of Trustee Fund 
and Outstanding Foundations 

The bondholdings of the Composite Fund 

compare as follows with those of one of the 
largest foundations* in the country: 


Thirty An 
Grade Universities Outstanding 
and Colleges *Foundation 
I. Excellent..... 27.3% 41.7% 
i. Good....... ae 41.7 
ee” eee . 268 15.0 
EV. POOP. « «coc. , 4.9 5 
ws. We cals “Mes 0.2 0.1 
’ Unmewaged.......... 2.7 0.4 
¢ eae 100.0% 100.0% 


*Trustees wishing to compare their investment experience 
with the erceptional record of this foundation, whose policies 
hase consistently had the benefit of professional advice of the 
highest standing, may find it recorded in ‘Trusteeship of 
American Endowments,” published by The Macmillan Com- 
pany, New 3 ork. 


Necessity of Periodic Review and 
Adjustments 

With the incessant economic changes af- 
fecting unequally the prosperity of different 
industries and the individual corporations 
therein, there develops genuine need for pe- 
riodic reviews of holdings to determine 
whether investments have fallen below the 
standard of quality desired. On account of 
the rapidly changing quality of investment 
lists, many a rigid investment policy which 
was supposed to assure safety for a fund 
has proved inadequate when subjected to the 
test of meeting emergencies without prece- 
dent. Hence the usefulness, approaching 
necessity, of having a high degree of flexi- 
bility in both the policy and the mental at 
titude of those responsible for trust funds. 
The kaleidoscopic changes of the last four 
years have caused rather general recognition 
of the grave dangers of any quiescent policy 
of passive acceptance of newborn risks and 
prospective losses. 

To protect the principal of any trust from 
impairment in quality and productivity, by 
averting impending losses or seizing profits, 
is quite as important a responsibility as the 


selection of appropriate securities in the 
original establishment of such funds. The 
great variety of adjustments that may be- 
come expedient to preserve permanent funds, 
has been well demonstrated during the past 
few years. The experience of this period has 
conclusively proved both the folly of assum- 
ing that there can be permanent merit in 
any but superfine securities, and the necessity 
of taking action, at times, for the protection 
of a genuine investment fund. 


Problem of Original Investment and 
Replacement 

The whole problem of original investment 
and subsequent replacement, which is compli- 
cated by the amazing number of issues from 
which a choice must be made, may be greatly 
simplified by a policy which delimits the ac- 
ceptable classes, fields, and standards of 
investment. Trustees who are solicitous 
about the permanency of their funds and the 
stability of their income may find consid- 
erable advantage in carefully considering the 
less satisfactory results obtained by those 
having, in the railroad field, a wider par- 
ticipation in the less important mileage than 
in the great systems of the country, a more 
uniform participation in junior mortgage 
bonds than in the choicest underlying obli- 
gations, and a larger investment in compara- 
tively new mortgages than in seasoned issues. 

In like manner may be noted the lesser 
advantage accruing to those having, in the 
utility field, a larger commitment in the 
debenture bonds of holding companies and 
in the obligations of small and unfavorably 
situated operating companies than in the 
deservedly popular bonds of outstanding pub- 
lic utility operating systems. 

Similarly apparent is the less fortunate ex- 
perience of those having, in the industrial 
field, a preponderance of plain debenture 
issues of more or less speculative flavor 
rather than in the issues of primest quality; 
and of those having, in the governmental 
field, a greater investment in foreign govern- 
ment issues of high promised yield than in 
a backlog of United States Government 
bonds. 


Obligation of Trustee as to Income and 
Safety 

While conservation of the principal of all 
trusteed funds is everywhere regarded as the 
primary obligation of those entrusted with 
their management, there is less widespread 
recognition of the correlative duty of trustees 
to procure for their beneficiaries the highest 
income consistent with safety. A reconcilia- 

(Continued on page 138) 





1933 Message to Crust Men 


Record of Conservatism and Faithful Performance 
R. M. SIMS 


President of the Trust Division of the American Bankers Association and Vice-president of the 
American Trust Company of San Francisco, Cal. 


ITH great satisfaction in past performances 
(0) and with full confidence for the future, trust 

men can look forward to the new year know- 
ing that their trust departments have weathered well 
the storm of depression. Manned by efficient em- 
ployees and guided by experienced officials trust 
companies have avoided the shallows of speculation 
and the rocks of romantic promotion, and have 
steered their course safely along the well mapped 
channels of conservatism. 


During the trying times which are now passing 
the corporate trustee has been weighed in the scales 
of public confidence and has been found full weight 
in fidelity and integrity. Trust companies as a 
whole have served their beneficiaries well, giving 
them the security that comes with conservative 
investments and income for their support and well- 
being where other sources have failed. 


The country is to be congratulated that the cor- 
porate trustee with its legal safeguards came into 
existence, and grew in strength and experience so 
that it sufficiently and satisfactorily solves the prob- 
lem of safeguarding the family’s future and protects 
beloved dependents for whose sake one gives his first 
thoughts and finest efforts. There is no greater 
happiness and comfort in life than to know that 
when one passes on there will be no want for the 
widow and no frugality for the family. For the 
realization of such happiness and the securing of 
such comfort the public has learned, with the passing 
of speculative prosperity, that there is need of the 
conservatism of the responsible and disinterested 
corporate trustee. 


This increasing demand for trust service is indi- 
cated by the continuous growth of trust service during 
the past years when substantially all other types of 
business have shown declines, both in volume and 
in earnings. This is due to the fact that trust com- 
panies are founded on the rock of conservatism, are 
conscious of their obligations as trustees and are 
faithful in the conduct of their business. 


While the laws of the United States and many of 
the States safeguard the public in requiring a certain 
amount of capital for the conduct of trust business, 
the deposit of approved securities for the protection 
of trust funds and assets, and the periodic examina- 
tion of trust institutions by public officials, the best 
protection the public has is the general recognition 
by the heads of trust institutions of their obligations 
as fiduciaries and their uniform desire to discharge 
their duties with full faith and fidelity. 


A further reason for the growth of trust institu- 
tions is that their customers in addition to their 
sense of security are satisfied with the service ren- 
dered and pleased with the personnel who render 
this service. Some of the assistant trust officers may 
come in the category of “The Unknown Men,” as 
far as the executive heads or boards of directors may 
know, but the development of the trust department 
is due greatly to these patient, conscientious, 
humane employees whose constant contact with the 
customers makes for the success or failure of these 
institutions. They are a fine, faithful body of pro- 
fessional men and I am happy to say a word in 
recognition of their work and in appreciation of 
their accomplishments. 


In addition to their fine performance in the dis- 
charge of their personal fiduciary duties, trust com- 
panies are furnishing an intelligent and an essen- 
tial service through their corporate trust departments 
in the many reorganizations and readjustments 
necessitated by the depression. Their helpful 
assistance and capable cooperation has eased and 
expedited the many problems arising from defaults 
in corporate bond issues and prevented many 
expensive foreclosures. 


Trust men may look back upon the passing year 
with pride in duty well done and the happiness that 
comes from contented customers. The growth of trust 
business and the increased appreciation of trust 
service show the continued confidence of the public 
in trust institutions and is the best answer to any 
captious criticism that may be made by antagonistic 
groups or individuals. 


The coming year, we believe, will bring better 
times again for there is now a fuller understanding 
of the causes of the depression and a more general 
desire to cooperate unselfishly in securing the return 
of prosperity and in placing the welfare of the 
country on a firm and enduring basis. So while 
this new year will find trust men busy with previous 
problems and with the recurrent duties of existing 
trusteeships it also will find them ready and able to 
administer the increased business, and to assume 
the greater responsibilities that come with the 
continuous and expanding growth. 


Sound in organization, careful in management 
and faithful in performance, trust institutions can 
look forward through this new year with the con- 
jident anticipation of filling with fidelity a larger 
place in our economic life, and satisfying a growing 
demand for competent and conservative fiduciary 
service. 








CAO SORE 
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INTEGRITY OF 
TRUST ADMINISTRATION 
OFFICIALLY REAFFIRMED 


NO LOSS OF TRUST FUNDS DURING 1932 BY REASON 
OF BANK FAILURES, MALFEASANCE 
OR MISMANAGEMENT 


(Official advices from State Banking Authorities) 
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(Epiror’s Nore: As the result of a nationwide inquiry, embracing replies from the 
banking supervisory authorities of the respective states and from the Acting Comptroller 
of the Currency, it is the privilege of Trust Companies Magazine again to present official 
proof of the integrity and immunity from loss, due either to bank failures, malfeasance or 
deliberate mismanagement, as distinguished from unavoidable depreciation of values, which 
characterizes the administration of trusts and estates by the trust companies and national 
banks of the United States. The particular significance of this practically unanimous 
response from the state and federal banking supervisory authorities lies in the fact that the 
past year was the most severe in probing the stability of bank and trust company manage- 
ment, with a record of approximately 1,400 bank failures and suspensions. The answer 
is derived from the high standard of good faith which characterizes trust administration, 
the protection and safeguards of segregation, together with the preferred creditor status 
with which the laws of the states and the Federal Government have surrounded the exercise 





of fiduciary responsibility. In only three states there is uncertainty as to liquidation of 


trust assets, but there the amounts involved are insignificant. 


It is interesting to note 


that Canadian authorities also report a clean slate for Canadian trust companies.) 


Alabama 


H. H. Montgomery, Superintendent of Banks, 
State of Alabama, Montgomery, December 
i7, Wad: 

“Acknowledgment is made of your letter of 
December 12th and I am glad to advise you 
that during the year 1932 there were no 
losses covering trust funds in banks or trust 
companies which were taken over by this de- 
partment for liquidation. This is living up 
to the record which was reported to you on 
October 12, 1931. As I stated, trust funds, as 
a usual thing, held by state banks or trust 
companies are not intermingled with other 
assets and consequently there is little chance 
of a loss occurring.” 


Arizona 


A. T. Hammons, Inspector, State Banking 
Department of Arizona, Phoenix, Novem- 
ber 12, 1932. 

“Replying to your favor of the seventh of 
November, we are happy to advise that the 
records of this department and our examina- 
tions of official records, show no loss of fidu- 
ciary funds held by trust companies or banks, 
up to this good hour, and attributable to 
failure, malfeasance or mismanagement.” 


Arkansas 
R. G. Dickinson, Assistant Commissioner, 

State Banking Department of Arkansas, 

Little Rock, November 28, 1932: 

“I beg to advise that there is nothing of 
record in this office to indicate the loss of 
trust funds during the past year due to fail- 
ure of banks and trust companies. Only a 
few of our closed institutions held trust 
funds when they ceased to do business. With 
a few exceptions all of our trust companies 
do a general banking business and there is 
no segregation of assets for the benefit of 
trust funds on deposit. We have no law 
specifically setting out this class of funds as 
preferred claims, but we have a provision in 
our laws which relates to the classification 
of claims in closed banks giving these claims 
a preferred status. This does not mean, how- 
ever, that they will be paid in full as the 
preference extends only to the actual cash on 
hand in the bank at the time it closed.” 


California 


Joseph A. Crumb, Supervisor of Research and 
Statistics, State Banking Department of 
California, San Francisco, November 14, 


1932: 
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“In spite of a rather discouraging year in 
banking generally and some increase in the 
number of bank failures in this state, we are 
still able to report that California’s fine rec- 
ord of no losses to beneficiaries of estate or 
trust funds administered by trust companies 
and banks, has been continued to date. In- 
cidentally, we might add that this record 
runs back to the early years of the present 


century.” 
Colorado 


Grant McFerson, Bank Commissioner of the 
State of Colorado, Denver, December 6, 
1932: 

“Replying to your letter of December 2, 
regarding trust funds in banks under super- 
vision of this department, please be advised 
that up to the present time conditions are 
the same as stated under date of November 
21, 1931, there being no losses through trust 
company matters during the past year. As 
stated previously, during the several years 
of liquidation in Colorado, the institutions 
closing were chiefly among smaller banks in 
outlying districts.” 


Connecticut 


R. Gordon Baldwin, Deputy Bank Commis- 
sioner, State of Connecticut, Hartford, 
December 8, 1932: 

“In reply to your letter of November 11th, 
as to whether this department has any knowl- 
edge of losses to the beneficiaries of estate 
or trust funds where such estates or trusts 
were administered by state banks and trust 
companies, due either to failure, malfeasance 
or illegal acts, please let me say that to the 
best of my knowledge there have been no 
losses to the beneficiaries of trusts where 
state banks and trust companies were acting 
in fiduciary capacities, due either to failure, 
malfeasance or illegal acts on the part of 
these fiduciaries. 

“In dealing with this subject you must un- 
derstand that the Banking Department of 
Connecticut has no further jurisdiction over 
closed state banks and trust companies once 
they are placed in the hands of receivers, Re- 
ceiverships are carried out under the orders 
and directions of the Superior Court. I be- 
lieve, however, that we most certainly would 
have heard had the beneficiaries of the trusts 
administered by any of our closed state banks 
and trust companies claimed any loss because 
of malfeasance or illegal acts.” 


Delaware 


Harold W. Horsey, Bank Commissioner of 
the State of Delaware, Dover, November 


14, 1932. 
“T acknowledge receipt of your letter of 
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November 11th, and am glad to be able to ad- 
vise you that since my letter of October 9, 
1931, there has not been a failure of a bank 
or trust company under tthe supervision of 
this department and consequently no loss of 
fiduciary funds held by these institutions.” 


Florida 


Ernest Amos, Comptroller, State of Florida, 

Tallahassee, November 25, 1932: 

“T have your letter of the 10th with refer- 
ence to closed trust companies in this state 
and wish to advise that since writing you 
last on this subject there have been two trust 
companies to completely wind up their af- 
fairs. One of these companies paid its trust 
depositors 100 per cent and the other worked 
out a settlement with the trust depositors 
wherein a payment of 21 per cent was paid 
to the trust creditors in full settlement of 
their accounts.” 


Georgia 
R. E. Gormley, Superintendent of Banks, State 

of Georgia, Atlanta, November 22, 1932: 

“Replying to your letter of November 11th, 
there has been only one bank exercising trust 
powers closed in Georgia during this year. 
There is involved in this bank a single trust 
amounting to approximately $400,000, the 
amount of ultimate realization on which is 
somewhat in doubt at present. The circum- 
stances in this case are that the bank re- 
signed as trustee some sixty days prior to the 
closing of the bank and an individual was 
named at the time by the Court of Ordinary 
to succeed as executor of this trust. The ben- 
eficiaries of this trust have seen fit to con- 
test the resignation of the bank as trustee 
and at the preliminary hearing in the lower 
courts a decision was obtained favorable to 
the contention of the beneficiaries. 

“This case will be carried to the higher 
courts for final determination. I am not in- 
clined to believe that any substantial loss will 
be suffered by this trust as both the bank 
and the subsequent trustee were bonded for 
an amount exceeding 50 per cent of the value 
of the trust as set forth in the claim of the 
beneficiaries.” 


Idaho 


Ben Diefendorf, Commissioner of Finance, 
State of Idaho, Boise, November 21, 1932: 
“In reply to your letter of November 7th I 

wish to advise that up to this time there 

have been no bank failures in the State of 

Idaho which have caused a loss to trust 

funds. As you are probably aware, we have 

but two trust companies in the state and they 
are still operating and are in good condition.” 








| 
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Illinois 
Oscar Nelson, Auditor of Public Accounts of 
the State of Illinois, Springfield, November 

19, 1932: 

“In reply to your letter of November 4th, 
we are not in a position at this time to de- 
termine whether or not there will be any 
loss in some of the trust departments con- 
ducted by closed state banks. None have as 
yet been determined but there may be a pos- 
sibility of loss and for that reason prefer to 
defer a complete answer to your question. 

“Relative to the matter of preferred claims 
in case of trust funds, will say that the 
courts have virtually instructed the receivers 
to return the cash in trust accounts in total. 
As soon as the trust can be resigned we have 
returned the deposit to the receiver in order 
that he may liquidate the entire trust depart- 
ment so the creditors may have the benefit 
of the securities which have been on deposit 
under the provisions of the Trust Act of 
Illinois.” 


Indiana 


Luther F. Symons, Bank Commissioner of 
the State of Indiana, Indianapolis, Novem- 


ber 14, 1932: 


ECEI PT is acknowledged of your 
inquiry of Decemter 20, 1932, 


as to whether losses have been 
sustained by trust department creditors 
owing to the closing of national banks 
having trust departments in 1932. 
You are advised that the law 1s 
very specific regarding complete segre- 
gation of trust assets from those of 
the banking department of a national 
bank. Before trust funds awaiting 
investment or distribution can be 
deposited by the trust department in 
the commercial or savings department 
of a national bank, the bank is first 
required to deliver to the trust depart- 
ment as protection to such funds, 
United States Bonds or other readily 
marketable securities with a market 
value equal at all times to the amount 
of trust funds so deposited. 





“In reply to yours of November 11, 1932, 
you are advised that there have been no 
losses in closed banks, trust companies, or 
in going concerns in Indiana since my last re- 
port to you as of November 23, 1931.” 


lowa 
Carl Trout, Deputy Superintendent of Banks 
of the State of lowa, Des Moines, Novem- 

ber 14, 1932: 

“Replying to your inquiry of November 
12th with reference to trust funds in Iowa 
banks, we regret to advise that it now be- 
comes apparent that some losses will per- 
haps accrue to beneficiaries of trusts wherein 
the bank was acting in the fiduciary capacity. 
This is due to a more or less recent decision 
handed down by the Iowa Supreme Court to 
the effect that trust funds on deposit are a 
preference only as to the cash on hand in 
the bank’s vault at the time of its closing. 
In the event that this cash is insufficient to 
pay all trust deposits, each pro rates against 
such cash and the remainder of the deposit 
or deposits may or may not become general 
claims against the remaining assets of the 
bank, which question is now in litigation in 
the Iowa courts. 


INTEGRITY OF TRUST DEPARTMENTS 
OF NATIONAL BANKS 


F. G. AWALT 
Acting Comptroller of the Currency, Washington, D. C. 


In a few instances, due to unusual 
market depreciation of collateral pledged 
to secure trust funds, there was some 
deficiency in collateral requiring re- 
course to the claimant’s right to general 
claim dividends which have in all cases 
so far resulted in complete avoidance 
of loss to the trusts. In most instances 
trust claims conform to the require- 
ments for a preferred claim status, 
thus giving full protection independent 
of the collateral security. 

As regards claims based on alleged 
mismanagement, such are inevitable due 
to the universal market shrinkage in all 
types of securities, and the beneficiary’s 
natural inclination to hold the trustee 
responsible for such unavoidable loss. 
No definite maladministration loss has 
as yet been established as against in- 
stitutions liquidated to date. 
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“In order to insure the safety of all trust 
funds, this department now permits the 
pledging of assets to secure deposits of trust 
funds, but only in the event the bank itself 
is the fiduciary agent. We have no method 
of arriving at the total of the losses that may 
accrue since this total will be influenced ty 
the outcome of litigation now pending.” 


Kansas 


T. J. Rhodes, Assistant Bank Commissioner 
of the State of Kansas, Topeka, December 
15, 1932: 

“Replying to your favor of December 12th, 
we advise that the records of the State Bank- 
ing Department of Kansas show no loss, due 
either to failure, malfeasance or illegal acts, 
to beneficiaries of estates or trust funds 
where such estates or trusts were adminis- 
tered by trust companies and state banks.” 


Kentucky 


Lloyd B. Clark, Deputy Commissioner of 
Banking of the State of Kentucky, Frank- 
fort, November 28, 1932: 

“We have had one trust company to fail 
in the state since December 12, 1931. No 
payment has been made to the wards of this 
trust company as yet. The wards will re- 
ceive very little in this trust. 

“The trust company was an affiliated in- 
stitution with a national bank. It seems that 
the national bank used this trust company 
as a dumping ground for losses in the bank. 
There have been a few combined bank and 
trust companies that have failed since De- 
cember 12, 1931. In most of these cases 
trust estates will be paid in full because the 
trust funds will be given priority over other 
claims.” 


Louisiana 
O. H. Pittman, Chief State Bank Examiner 


of the State of Louisiana, New Orleans, 

November 14, 1932: 

“This acknowledges receipt of your letter 
of the 11th with copy of a statement dated 
December 3, 1931 issued by the writer hereof 
regarding trust funds in Louisiana banks, 
and requesting data covering the subject since 
that date. 

“T am pleased to advise that the facts given 
in the statement mentioned hold good to this 
date, namely that there have been no losses 
to beneficiaries of estates or trust funds ad- 
ministered by trust companies in this state. 
Furthermore, there has been only one bank 
failure in Louisiana since the date of that 
statement, December 3, 1931, and this was a 
very small bank with no trust funds on de- 
posit.” 
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Maine 


Sanger N. Annis, Bank Commissioner of the 
State of Maine, Augusta, November 14, 
1932: 

“Since March 1927 there have been only 
two trust company failures in this state, one 
in October and one in December 1931, both 
small banks. So far as our records show 
there has been no loss of fiduciary funds held 
by these banks. It can be reaffirmed that we 
know of no instance in this state where the 
beneficiaries of a trust or an estate handled 
by a trust company has suffered loss by rea- 
son of malfeasance or deliberate mismanage- 


ment.” 
Maryland 


George W. Page, Bank Commissioner of the 
State of Maryland, Baltimore, November 
15, 1932: 

“This will acknowledge your letter of No- 
vember 11th, and I beg to advise you that 
the condition in Maryland relating to the list 
of beneficiaries of estate or trust funds ad- 
ministered by trust companies in this state 
has not changed since my communication ad- 
dressed to you under date of October 13, 1931. 
As advised in that letter the banking law 
provides that upon the dissolution of any 
trust company by the legislature, court or 
otherwise or in case of its insolvency, all 
debts or liabilities due or owing by such cor- 
poration in any of said fiduciary capacities, 
shall be preferred in the distribution of the 
assets of such company to all debts or liabili- 
ties of any nature whatsoever, including sal- 
aries or wages of employees and other pre- 
ferred debts or liabilities. Up to this writing, 
we have had no such liquidation where the 
assets of the corporation have not been suf- 
ficient to meet the liabilities of that corpora- 
tion as provided for in the section of the law 
referred to above.” 


Massachusetts 


L. W. Leland, Deputy Commissioner of Banks 
of the State of Massachusetts, State House, 
Boston, November 22, 1932: 
“Acknowledgment is made of the receipt 

of your inquiry of November 4th, and in reply 
we wish to advise you that the records of 
this department do not show that any loss 
to beneficiaries of estate or trust funds ad- 
ministered by trust companies in Massachu- 
setts has resulted by reason of failure, mal- 
feasance or mismanagement.” 


Michigan 
Fred Marin, Deputy Commissioner of the 


State Banking Department of Michigan, 
Lansing, November 16, 1932: 
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“We are in receipt of your letter of No- 
vember 4th relating to the administration of 
estates by trust companies and banks. At 
the present time there are four trust ecum- 
panies in receivership in this state, the af- 
fairs of which have not been entirely liqui- 
dated. We, however, have no official record 
of any losses sustained in this state to date 
in the handling of estates by banks or trust 
companies.” 


Minnesota 


E. W. Swanson, Deputy Banking Commis- 
sioner of the State of Minnesota, Saint Paul, 


November 29, 1932: 


“We have your letter of recent date in- 
quiring if there has been any change in re- 
gard to losses in trusts administered by trust 
companies. So far as I know, the situation 
is exactly the same as reported in our letter 
of November 23, 19381. The statement we 
made at that time applies equally well at this 
moment, 

“T wish to repeat that as far as I know, 
there has been no loss to beneficiaries of 
trusts administered by trust companies and 
banks due to failure, malfeasance or misman- 
agement. In speaking of losses we are ex- 






letter of November 17, inquiring 

as to the operations of the trust 
companies of Canada. I refer to my 
previous letter to you and am glad to 
advise that the condition of affairs out- 
lined in that letter still holds true and 
in which I said: 

“T beg to say that this Department 
has been charged with the duty of super- 
vising the operations of trust companies 
incorporated by special Act of Parlia- 
ment of Canada or by letters patent 
under the Companies Act of Canada 
only since 1920. Our knowledge of the 
facts to which you refer, therefore, ex- 
tends back only to that year. 

“With reference to the said com- 
panies, I may say that I know of no 


Rise PT is acknowledged of your 


ADMIRABLE RECORD OF CANADIAN TRUST 
COMPANIES 


HON. G. D. FINLAYSON 


Superintendent of Insurance, Department of Insurance, Ottawa, Canada 
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cepting of course, losses due to market de- 

preciation in the value of securities held in 

trust and are referring only to losses due 

to failure, mismanagement and malfeasance.” 
Mississippi 

J. S. Love, Superintendent of Banks of the 

State of Mississippi, Jackson, December 17: 

“Your letter of December 13th with espe- 
cial reference to the handling of trust or es- 
tate funds by trust companies throughout the 
country, calling my attention to the fact that 
the report to you on October 13, 1931 was 
that there were no losses through any trust 
company matters in state banks or trust com- 
panies in Mississippi; that you are anxious 
to know if we had any such losses during the 
year 1932. 

“So far, we still have a clean record as to 
losses in trusts administered by state banks. 
It appears there were no losses on such trusts 
during the year 1932.” 


Missouri 
D. R. Harrison, Commissioner of Finance of 
Missouri, City of Jefferson, November 7: 
“Answering yours of the 4th instant, the 
trust companies that closed in this state since 


losses of estate or trust funds during 
the said period in any case in which 
sole responsibility for the investment of 
such funds rested with the trust com- 
pany. There may have been cases in 
which investments made and approved 
by the client have depreciated. I take 
it, however, that your inquiry is not in- 
tended to cover transactions of this kind. 

“For about the same period this De- 
partment has also made yearly exami- 
nations of the trust companies incor- 
porated by the Legislature of the Province 
of Nova Scotia. This has been done by 
arrangement between the Governments of 
Canada and of that Province. With 
reference to the companies so incor por- 
ated I know of no loss sustained of 
estates or trust funds.” 
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January 1, 1932, did not have trust depart- 
ments, hence there have been no losses of 
fiduciary funds where managed by trust com- 
panies in this state.” 


Montana 


Frank H. Johnson, Superintendent of Banks, 
State of Montana, Helena, November 14: 
“Answering your letter of the 10th—under 

the Montana law a bank cannot organize un- 
less it has a paid-in capital of $100,000 under 
the trust company act. This prohibits the 
smaller banks from acting in the capacity of 
trustees so that we have only seven or 
eight banks which can function in Montana 
in this manner. So far as ascertainable there 
has been no loss to beneficiaries of trust or 
estate funds under the management of trust 
companies in Montana, due to either failure 
or malfeasance. 

“T hardly feel that we can make a complete 
statement that there has been no losses to 
beneficiaries of estates because a good many 
bonds have been purchased for estates which 
have shrunk in market value and this might 
later be determined as a loss. We’ believe 
that they have given a great deal of care to 
the handling of estates but it is a rather 
broad statement for us to say that there has 
never been a loss in this line. We believe 
that the management of these departments 
is excellent and they give splendid service to 
their customers.” 


Nebraska 


Ceorge B. Wilson, Chief Trust Company Ex- 
aminer of the State of Nebraska, Lincoln, 
November 14, 1932: 

“Tn reply to your inquiry of November 12th, 
you are advised that the official records of 
this department show no loss to beneficiaries 
of estate or trust funds where such estates 
or trusts were administered by trust compa- 
nies, under the supervision of this depart- 
ment, due either to failure, malfeasance or 
illegal acts since our previous report of Octo- 
ber 21, 1931.” 


Nevada 
E. J. Seaborn, Bank Examiner of the State 
of Nevada, Carson City, January 16, 1933: 
“Answering your recent inquiry I beg to 
state that bank failures in Nevada will not 
result in losses of trust or estate assets man- 
aged by failed banks.” 


New Hampshire 


Willard D. Rand, Bank Commissioner of the 
State of New Hampshire, Concord, Novem- 
ber 16, 1932: 


“Any comments which could be made with 
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respect to losses sustained by beneficiaries of 
any trust administered by state banks or 
trust companies in New Hampshire are un- 
changed at this time from those previously 
made to you. As previously stated our rec- 
ords do not evidence that any losses have oc- 
curred in this state in the administration 
of trust business.” 


New Jersey 


V. D. Peer, Deputy Commissioner of Banking 
of the State of New Jersey, Trenton, No- 
vember 23, 1932: 

“In response to your letter of November 
11th, I am pleased to advise you that our 
files contain no record of losses of fiduciary 
funds where administered by trust companies 
and banks whose business and property have 
been taken over by this department since 
October 14, 1931, the period covered by your 
inquiry. I note that my predecessor, G. Hayes 
Markley, informed you under date of October 
14, 1931 that up to that time our records did 
not disclose any of the above char- 
acter. While reporting similarly at this date, 
I feel that I can properly use Mr, Markley’s 
words ‘yet I do not think it can be categori- 
cally stated that none will be incurred.’ ” 


losses 


New Mexico 


John Bingham, State Bank Examiner of New 

Mexico, Santa Fe, November 16, 1932: 

“T beg to advise you that we have had no 
trouble in any of our state banks or national 
banks that I know of, in New Mexico since 
I last wrote you, which involves the safety 
of trust or estate funds. I think that I may 
state definitely that our examinations show 
no official records of losses of fiduciary funds 
held by any of our trust companies or banks.” 


New York 


August lhlefeld, Jr. Deputy Superintendent of 
Banking of the State of New York, New 
York City, November 15, 1932: 

“We acknowledge receipt of your letter of 
November 12th, regarding estate or trust 
funds of banks under the supervision of this 
department. There has been no change in 
this situation since our letter to you of Jan- 
uary 14, 1952, an extract of which we repeat 
below : 

“*We are happy to state that according 
to our records, and so far as we are aware, 
there have been no losses (exclusive of any 
depreciation in the market value of trust 
securities) to the beneficiaries of any trust or 
estate funds which have been managed by a 
trust company or a bank (including the Bank 
of United States) under the supervision of 
this department.’ ” 
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North Carolina 


C. I. Taylor, Liquidation Agent of the State 
Banking Department of North Carolina, 
January 16, 1933: 

“So far as records of this office indicate 
there have been no losses to beneficiaries of 
trust funds in the hands of trust departments 
of banks in this state on account of mal- 
feasance. While losses may be realized in 
the case of small amounts uninvested in the 
hands of a bank at the time of its failure in 
a few instances, such has not been the case 
in any bank closed during the year 1982. 
Since beginning of that year all such funds 
have been secured by a specific deposit of 
collateral and such losses should not occur 
in the future.” 


North Dakota 
Gilbert Semingson, State Examiner of North 
Dakota, Bismarck, December 15, 1932: 
“In reply to your letter of the 13th will 
state that the records in this office show that 
up to the present time there have been no 
losses to beneficiaries of estates which have 
been administered by trust companies.” 


Ohio 
Charles G. Saffin, Jr., Attorney Examiner of 
the State of Ohio Division of Banks, Co- 

lumbus, November 28, 1932: 

“Replying to your inquiry of November 4, 
1932, please be advised that the records in 
the Division of Banks, Department of Com- 
merece, State of Ohio, do not indicate any 
losses determined as having been sustained 
by beneficiaries of trusts under management 
of trust companies transacting such business 
in this state. 

“You will understand that my statement 
made does not have reference to any losses 
that may be sustained by reason of deprecia- 
tion of the value of any property or security 
belonging to trust estates and applies only to 
the question of losses through failures, mal- 
feasance or misfeasance.”’ 


Oklahoma 

W. J. Barnett, Bank Commissioner of the 

State of Oklahoma, November 14, 1932: 

“Answering your inquiry of the 10th inst., 
regarding trust companies and their opcia- 
tion in the State of Oklahoma, wish to ad- 
vise you that as far as the State Banking 
Department is able to ascertain, no individ- 
ual has suffered any loss in Oklahoma by rea- 
son of funds administered by our respective 
trust companies.” 


Oregon 


A. A. Schramm, Superintendent of Banks of 
the State of Oregon, January 3, 1933: 
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“Reference is had to your letter of Decem- 
ber 13, 1932. So far as the knowledge of this 
department goes there has never been any 
loss by a fiduciary beneficiary in a corporate 
authorized trust company which has sus- 
pended business and has been liquidated by 
this department.” 


Pennsylvania 


R. W. Doty, First Deputy Secretary of the 
Department of Panking, State of Pennsyl- 
vania, Harrisburg, November 7, 1932: 
“This will acknowledge receipt of your let- 

ter of November 4th, requesting advice in- 

dicating whether any failures in Pennsylva- 
nia since October 19, 1931 have iiuvolved or 
threatened losses of trust department assets. 

This was not to take into consideration any 

depreciation in the market value of trust 

securities or assets, 

“We are pleased to inform yeu that re- 
gardless of failures in Pennsylvania since 
October 19, 1931, the date to which you refer, 
we know of no reason why there should be 
any loss of fiduciary funds held by bankiag 
institutions located in the Commonwealth of 
Pennsylvania.” 


Rhode Island 


Latimer W. Ballou, Bank Commissioner of 
the State of Rhode Island, Providence, No- 
vember 14, 1932: 

“Answering your favor of November 11th, 
we confirm advices given you on October 14, 
1931, to the effect that no record of any in- 
stance of loss of money by the beneficiaries 
of trust and estate funds in Rhode Island is 
known to this department. Since that date 
there have been no bank failures in Rhode 
Island, and certainly no losses connected with 
any of the trust departments. In fact, no 
official statement of any loss of fiduciary 
funds held by trust companies connected with 
Rhode Island banks has ever been recorded 
with this department.” 


South Carolina 


Albert S. Fant, State Bank Examiner:of South 
Carolina, Columbia, November 14, 1932: 
“Receipt is acknowledged of your letter 

under date of November 10th, together with 

a copy of statement from this office, attached 

thereto. Since October 5, 1931, no losses have 

been sustained in fiduciary funds held by 
banks or trust companies in this state.” 


South Dakota 


4. E. Fossum, Deputy Superintendent of 
Banks of the State of South Dakota, Pierre, 
November 14, 1932: 


“Answering your letter of November 10, 
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1932, I am pleased to advise you that no fail- 
ures in South Dakota since October 20, 1931 
have involved any loss of fiduciary funds held 
by trust companies or banks qualified to en- 
gage in trust business.” 


Tennessee 


D. D. Robertson, Superintendent of Banks of 
the State of Tennessee, Nashville, Novem- 
ber 15, 1932: 

“Replying to your letter of November 10th 
in regard to whether or not trust funds have 
been lost in state trust companies in Ten- 
nessee, I beg to say that so far as I know, 
I have nothing to add to my letter to you of 
October 17, 1931. I stated at that time that 
so far as the records of this office show, no 
losses have occurred in Tennessee in the ad- 
ministration of trust funds and estates of 
this character supervised and conducted by 
trust companies.” 


Texas 


James Shaw, Commissioner of Banking of the 
State of Texas, Austin, November 14, 1932: 
“Answering your letter of November 10th, 

with reference to losses to trust estates on 

account of failures of trust companies in Tex- 
as, you are advised that since I wrote you 
in November, 1931, there have been no losses 

in trust estates due to failures in Texas. I 

am not advised, of course, as to losses 

through depreciation in securities owned by 
trust estates. Of course that is not the mat- 
ter under discussion.” 


Vermont 


Robert C. Clark, Commissioner of Banking 
and Insurance of the State of Vermont, 
Montpelier, November 14, 1932: 

“In reply to your inquiry of November 
10th, we beg to advise you that there has 
been no change in the status of trust funds 
in Vermont trust companies as reported to 
you in October a year ago. We stated to you 
at that time that so far as the records of 
this department show, there has been no loss 
to beneficiaries of trust or estate funds which 
have been under the management of trust 
companies due to either failure or malfeas- 
ance.” 

Virginia 

M. E. Bristow, Commissioner of Insurance and 
Banking of the State of Virginia, Rich- 
mond, November 10, 1932: 

“Replying to your letter of the 9th, the 
records of trust companies as far as this of- 
fice is concerned, still do not show any loss 
of trust funds. In order to be perfectly fair, 
however, I should state that we do not wind 
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up failed banks through the Banking Depart- 
ment. They are wound up under the direc- 
tion and supervision of the local courts. I 
request duplicate reports on the part of re- 
ceivers to be filed in this office. We do not 
supervise the trust departments of national 
banks.” 


State of Washington 


S. Zeno Varnes, Deputy Superintendent of 
Banking of the State of Washington, Olym- 
pia, November 14, 1932: 

“We have your letter of November 9th re- 
questing information relative to losses in 
trust department assets of suspended banks 
in this state since November 23, 1931. Our 
records show no loss of fiduciary funds held 
by trust companies or banks in this state to 
date.” 

West Virginia 

Helen S. Barringer, Deputy Commissioner of 
Banking of the State of West Virginia, 
Charleston, November 14, 1932: 

“In reply to your letter of the 9th you will 
please be advised that according to our rec- 
ords, there have been no losses by reason of 
the administration of banks in West Vir- 
ginia of trust business from November 9th, 
1931 to date.” 


Wisconsin 


Thomas Herreid, Acting Commissioner of 
Banking of the State of Wisconsin, Madi- 
son, November 15, 1932: 

“This will acknowledge receipt of your 
letter of the 9th, in which you enclosed an 
excerpt from your magazine for November 
1931, and I wish to state that for the period 
since that time to the present, November 15, 
1932 ; 

“T am glad to report that the records of 
the State Banking Department of Wisconsin 
indicate that no losses to beneficiaries of 
estate or trust funds where such estates or 
trusts were administered by trust compa- 
nies and banks have been noted, to date, No- 
vember 15, 1932.” 

Wyoming 

William Reeves, Jr., State Examiner of 
Wyoming, Cheyenne, December 30, 1932: 
“This will acknowledge your letters of No 

vember 10th and December 13th inquiring 

into the safety of trust and estate funds ad- 
ministered by trust companies in the State 
of Wyoming. Please be udvised that this de 
partment is not advised of any losses having 
been taken in trust or estate funds adminis- 
tered by trust companies or state banks with- 
in the State of Wyoming during the year 
1932.” 
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TRUST COMPANIES 


It’s Our Job to Manage 
Estates and Trusts 





CITY BANK FARMERS TRUST 
COMPANY, America’s oldest trust 
company, whose charter marked 
the inception of corporate trustee- 
ship in this country, is today a 
trust company exclusively. It does 
no commercial banking business 

. sells no securities. Its entire 
personnel is dedicated to a single 
purpose — the care and manage- 


ment of the property of its clients. 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 


22 William Street —New York 
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TRUST COMPANIES 


To THE TRUST OFFICER WHO 
WOULD LIGHTEN HIS DAY’S WORK! 


COMPARE YOUR PRESENT HANDLING OF TRUST 
ACCOUNTING WITH THE ADVANTAGES PROVIDED 
BY BURROUGHS SIMPLIFIED TRUST SYSTEM: 


. Makes up-to-the-minute information about each trust 
instantly available. 


2. Is adaptable to any type of trust. 
3. Is simple enough for any bookkeeper to operate. 


4. Is plain enough to be understood by every person in 
the trust department. 


. Is flexible enough to provide for unlimited expansion. 


6. Is inclusive enough to handle every conceivable type 
of trust transaction as a matter of routine. 


. Gives absolute control of every trust and every trans- 
action. 

. Gives a daily automatic balance of each trust and the 
entire trust department. 


. Supplies information for audits, court reports, annual 
statements, income tax, etc., eliminating special 
analyses. 


. Is easy to install as well as inexpensive to operate. 


Why not, today, telephone the local Burroughs office 
—or write direct—and get full information 
about this simplified trust system? 


BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICHIGAN 


BURROUGHS 


ACCOUNTING SYSTEMS ACCOUNTING MACHINES 


FOR ANY TRUST COMPANY ¢ FOR ANY TRUST SYSTEM 





(PUVUTUVETINTISTOUCUCUOCSOCUOVISCCOSCCCCOSISCCSOCUSUUCRSOSUOUUSUADASUNOUSUSUSS OSE SISSAASSASSSILS ECO SSUASORSASUREOOSUD ESOS MAMMREAROREASSSAROAAD) 


REVIEW OF LEADING DECISIONS OF 1932 AFFECTING 
TAXATION OF ESTATES AND TRUSTS 


IMPORTANCE TO FIDUCIARIES OF STUDYING NEW TAX BILL 


RUSSELL L. BRADFORD 
Of the New York Bar 


Epiror’s Note: The past year was prolific in yielding court decisions of prime interest 
to fiduciaries relating to Federal estate and income taxes, revocable trust, annuities, interest on 


lax refunds, demicile, etc. 


Mr. Bradford points out the importance to trust officials of giving 


due attention to the effect of new provisions in the tax laws affecting administration of estates 


and trusts.) 


ECISIONS of the Courts during the 
past year in taxes, in so 
far as they affect estates and trusts, 
important, but the enactment of the 
Revenue Act of 1952 is of equal importance. 
In fact, the new tax law cuts deeper and 
affects more fundamentally the 
corporate fiduciaries and their 
and duties than do the decisions of 
courts interpreting the prior laws. 


respect of 


are 


business of 
obligations 
the 


The increase in the income tax rates casts 
a burden upon and trusts, but this 
burden does not affect only estates and trusts. 
It is applied equally to all taxpayers. There 
was, however, some change made in the pro- 
visions of the income tax law having to do 
with the taxability of volun- 
tary trusts which has its application more or 
less directly to trusts and estates. The lan- 
guage of Section 166 of the 1928 Act (which 
Was Section 219 (g) of the 1926 and 1924 
Acts) has been changed in the 1932 Act. The 
1928S Act provided that the income from an 
inter vivos trust was taxable to the grantor 
if, during the taxable year, “he had alone or 
in conjunction with any person not a bene- 
ficiary of the trust the power to revest in 
himself title to any part of the corpus of 
the trust.” The question of what consti- 
tuted a beneficiary of the trust and how im- 
portant a beneficiary was intended by the 
statute obviously gave the Treasury Depart- 
ment some concern in view of some of the 
decisions... The consent of even a_ contin- 
gent beneficiary was held to be sufficient to 
take the transaction without the purview of 
the statute.2 The 1952 Act provides that the 
beneficiary whose consent to revocation is 


1Emma Louise Smith vs. Commissioner, 59 Fed. (2d) 56 
<¢.C. A. tat). 


2Td. 


estates 


inter vivos or 


necessary to take the transaction out of the 

statute must have “a substantial adverse in- 

terest.””. The language of the statute is: 

(1) in the grantor, either alone or in 

conjunction with any person not hav- 
ing a substantial adverse interest in 
the disposition of such part of the 
corpus or the income therefrom, or 
in any person not having a substan- 
tial adverse interest in the disposition 
of such part of the corpus or the in- 
come therefrom * * *,.” 


No doubt probably this language still leaves 
open to inquiry the significance of the words 
“substantial adverse interest.” 

The enactment of the Gift 'Tax Law, which 
law is wholly dissimilar in its effect and op- 
eration from the 1924 Act, is of signal im- 


portance. As the high tide of frenzied finan- 
cial investments, the orgy of speculation 
which obtained during 1928 and 1929, recedes, 
it would seem that the Government would 
have had for one of its objects the fostering 
of safe and sane investments. It is doubt- 
less true, and is accepted as almost a com- 
monplace, that corporate fiduciaries were 
serving and would during the lean years 
continue to serve a very high and important 
public service. Men (or for that matter 
women) in protection against their own im- 
petuosity, whims or lack of thorough 
knowledge of financial or market conditions, 
were developing a tendency to create trusts 
for the benefit of their families or for them- 
selves. The enactment of the Gift Tax Act 
and the extraordinarily high rates of the tax, 
has placed, and undoubtedly will continue 
to place a barrier to the development of fi- 
duciary business. The effect will be that in- 
stead of a protection of investments and a 
reasonable assurance of a normal return and 
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yield upon the investments to which the 
creation of inter vivos trusts had given prom- 
ise, there will be less of these trusts, and 
thus in turn more opportunity for reckless 
and unwise investment, if not indeed specu- 
lation. 


Under the gift tax provisions of the 1932 
Act the taxes run to the high rate of thirty- 
three and one-half per centum upon all gifts 
in excess of ten million dollars. A gift of 
$1,000,000 is subject to a tax of $92,125. A 
gift of $2,000,000 is subject to a tax of $239,- 
625. But the gift tax has application not to 
gifts made during any taxable year, as was 
provided by the 1924 Act, but to gifts when- 
soever made. In other words the tax rate 
is cumulative and applies upon gifts made 
during one year and if additional gifts be 
made in another or subsequent years the 
value of the gifts is added and after the de- 
duction of the specific exemptions the rate of 
tax is made to apply to the whole, subject 
only to a credit for taxes paid in respect of 
the prior gift made during such prior year 
or years as the case may be. 

One of the reasons given for the enact- 
ment of this law was to prevent the avoid- 
ance of the Federal estate tax. The new Fed- 
eral estate tax rates run to a maximum of 
forty-five per centum upon estates of more 
than ten million dollars. It will thus be seen 
that the gift tax rates are less than the Fed- 
eral estate tax rates under the 1932 Act, but 
nevertheless, on the other hand, are greatly 
in excess of the Federal estate tax rates that 
have obtained for the past years. 

It is too early as yet to indicate or even 
prophecy what effect the gift tax will have 
upon the business of corporate fiduciaries or 
upon the general wealth of the country it- 
self. That it will have some effect would 
seem obvious. We are too close to the enact- 
ment of the law, and we are too much at this 
time in the maelstrom of the financial de- 
pression to reckon with any degree of even 
relative accuracy the effect of this law. How- 
ever, it is safe to say that in all probability 
the revenue to the Government produced from 
the Gift Tax Law itself will not be substan- 
tial. At the same time it is equally safe to 
say that the potential effect of this law will 
be to prevent many individuals from con- 
serving safely fortunes which would have 
been saved and safeguarded if turned over 
to corporate fiduciaries under trust agree- 
ments the practice of which had been in de- 
velopment for some years prior to the enact- 
ment of this Act. 


It goes without saying that the Govern- 


ment must have revenue. 


It has been seen, 


COMPANIES 


as an incident of the business depression, that 
a tax based only upon income may not be 
satisfactory as a revenue producer for the 
Government. Business conditions throughout 
the world are such that the Government may 
not receive sufficient revenue for its opera- 
tion from its import  imposts. While 
the rates of death duties have been lifted 
more than one hundred per centum in the 
higher brackets, nevertheless it is obvious 
that sufficient revenue could not be derived 
from this source to meet the needs of gov- 
ernment, even, if indeed, it were wise to at- 
tempt so radical a policy. Gift taxes, as 
well as death duties, are in essence nothing 
more than capital levies. ‘True, they are 
taxes and are called taxes, but the sum 
paid into the treasury of the Government is 
a capital charge and is taken from capital. 
New sources of revenue must be found. Un- 
til they are found it is highly appropriate, it 
is believed, that income should bear a large 
portion of the tax burden. 

3ut regardless of whether as a fiscal mat- 
ter the higher rates of taxes respecting in- 
come, gifts and deaths are politic and ex- 
pedient, it is the duty of trustees, executors 
and fiduciaries of all kinds to consider with 
care the new tax laws. The high rates them- 
selves, with the consequent burden upon es- 
tates and trusts, peremptorily demand of 
those entrusted with the safekeeping and care 
of the funds of others a constant and unre- 
mitting study of the law in order that such 
estates or trusts shall pay that amount of 
tax required by the acts of the Congress and 
no more. 


Federal Estate Tax 

The United States Supreme Court, during 
the past year, decided two cases of particu- 
lar importance affecting death duties. One 
was the decision in Donnan vs. Heiner® and 
the other the decision in Delaware Trust Com- 
pany vs. Handy,* in which cases the United 
States Supreme Court declared unconstitu- 
tional the conclusive presumption clause of 
the Revenue Act of 1926. Section 302c of 
the Revenue Act of 1926, it will be recalled, 
provided that all gifts made within two years 
in excess of $5,000 should “be deemed and 
held to have been made in contemplation of 
death within the meaning of this title.” The 
Supreme Court refused to uphold a statute 
that in effect legislated a fact. It held that 
whether a gift was made in contemplation 
of death or not was a question of fact. If 
it was, it was taxable under the statute. If 
it was not, it was not. Nor would the court 


3285 U.S. 312. 
4285 U.S. 352. 
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uphold the law upon the ground that it could 
be considered a gift tax. Mr. Justice Suth- 
erland, at page said: 

“Considered as a gift tax, these conditions 
demonstrate the entire lack of relation be- 
tween the taxpayer and the transfer which is 
the subject of the tax. They disclose that 
there is no rational ground for measuring the 
tax, considered as a gift tax and not as a 
death tax, by the value of an estate coming 
into being after the gift has become com- 
plete and irrevocable, and of which the gift 
comprises no part. And they show that to 
impose liability for the tax, as a gift tax. 
upon the estate, as they in terms require, is, 
in effect, to exact tribute from the gains or 
property of one measured by the gains or 
property of another.” 


299 


Mr. Justice Cardozo took no part in this 
ease. Mr. Justice Stone dissented in which 
dissent Mr. Justice Brandeis joined. 

The Supreme Court also held in Gwinn vs. 
Comnissioner of Internal Revenue® that a 
joint tenancy created before the first Federal 
estate tax Act was nevertheless subject to the 
Federal estate tax. This was decided upon 
the ground that death became the generating 
source of definite accessions to the surviv- 
ors’ property rights. 'This case, in effect, fol- 
lows Tyler vs. United States® and upholds the 
application of the tax to transfers created 
before the enactment of the Act. 

Another case of distinct interest is the case 
involving the estate of Dorrance. Dorrance 
had claimed a residence in the State of New 
Jersey and New Jersey had imposed a death 
duty upon the transfer of his estate. Penn- 
sylvania, where Mr. Dorrance also had a 
home, imposed a tax. The Supreme 
Court of Pennsylvania upheld the tax.” At 
that time New Jersey intervened and wished 
to carry the matter to the United States Su- 
preme Court. That Court denied the right 
of the State of New Jersey to intervene. This 
case may have an important bearing upon 
the residence, for purposes of death taxes, 
of those sufficiently rich to have one or more 
homes each of which they spent part of their 
time. Anyhow, the consideration of this case 
is of importance to executors. 


also 


Revocable Trusts 
A decision of particular interest was one 
by the United States Circuit Court of Ap- 
peals for the Second Circuit in Guggenheim 
vs. Commissioner,’ in which it was held that 


553 Sup. Ct. Rep. 157. 

6281 U.S. 497. 

Vol. IV. C. C. H. Inheritance Tax Service, 1932-1934, 
Par. 6034. 

858 Fed. (2d) 188. 
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the relinquishment of a power to revoke in 
the year 1924 of a trust that was created in 
the year 1917 did not in fact constitute a 
gift, as the Government had claimed, in the 
year 1924. The United States Supreme Court 
granted certiorari in this case, but there has 
been no decision as yet. 

Because of this decision, in the enactment 
of the gift Tax Act subdivision c of Section 
501 was inserted. Under the 19382 Act a re- 
vocable trust is not subject to the gift tax, 
but specifically by provision of the statute 
the relinquishment of a power of revocation 
or termination thereof, other than by the don- 
or’s death, is considered to be a transfer by 
the donor subject to the gift tax. 

The Circuit Court of Appeals for the Sec- 
ond Cireuit in Porter vs. Commissioner® held 
that transfers made in 1918 and 1919, and 
altered in 1926 under an agreement by which 
the donor reserved the right to modify or 
alter the indenture so far as the interests of 
third parties were concerned, but not for his 
benefit or that of his estate, were neverthe- 
less subject to the Federal estate tax under 
the Revenue Act of 1926. 'The United States 
Supreme Court granted certiorari in this 
case and it is now pending in that court. The 
decision in this case is contrary to the de- 
cision of the Circuit Court of Appeals for 
the First Circuit in Brady vs. Ham.” 

There is another case now pending in the 
United States Supreme Court which is of 
distinct importance to corporate fiduciaries 
and particularly those having to do with for- 
eign trusts or foreign depositors. This is the 
ease of Brooks vs. Commissioner which was 
decided by the United States Board of Tax 
Appeals,“ and in which it was held that 
bonds and open accounts of domestic obligors 
and foreign bonds and stocks owned by non- 
resident decedents, were not subject to the 
Federal estate tax merely because the paper 
evidences of the obligations or assets were 
physically located in the United States. The 
United States Circuit Court of Appeals for 
the Second Circuit’ affirmed this decision. 
This case is also pending in the United States 
Supreme Court. This case, however, did not 
present the question of whether stocks of do- 
mestic corporations are subject to the Fed- 
eral estate tax. It will be recalled that 
the Federal Estate Tax Law (Revenue Act 
of 1926) specifically provided (Section 303pD) 
that stocks of a domestic corporation owned 
and held by a non-resident decedent “shall 


%60 Fed. (2d) 673. 
1045 Fed. (2d) 454. 
122 B. T. A. 71. 

1260 Fed. (2d) 890. 
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be deemed property within the United 
States.’ Whether stocks of domestic cor- 
porations are also free from the tax as might 
be assumed from the decision of the Supreme 
Court in First National Bank of Boston vs. 
Maine”a is a matter not yet determined, and 
must await the decision of the courts when 
that issue is specifically raised. 

The Supreme Court of Canada in a case of 
similar import in Cutting vs. King™ held that 
the stock of a Canadian bank which was 
transferable on a registry outside of Canada 
Was not subject to a succession duty when 
owned by a non-resident decedent, notwith- 
standing the head office of the corporation is 
located in the Province of Quebec. 


Income Taxes—Restricted Revocable Trusts 


The United States Circuit Court of Appeals 
for the Second Circuit reversed the decision 
of Langley vs. Commissioner™ in which case 
the Board of 'Tax Appeals had held that a 
trust that could be revoked only upon notice 
of a year and a day rendered the income 
therefrom subject to tax to the grantor. The 
Court held that this case did not come with- 
in the purview of Section 166 of the Revenue 
Act of 1928 or Section 219g of the prior acts. 
Before the decision in this case, however, the 
Board of Tax Appeals had reversed its own 


prior holding in the Langley case in the case 
of Ashforth vs. Commissioner,” and held that 
a trust of similar import wherein it could be 
revoked not within the year of tax but only 
in some subsequent year was not within the 


purview of Section 166. The Circuit Court of 
Appeals for the First Circuit in Lewis vs. 
White held to the same effect in affirming the 
decision of the United States District Court 
for Massachusetts.® The United States 
Court of Claims on December 5, 1932, in Fa- 
United States" the same view 
in an opinion rendered by Judge Green. 


ber vs. took 

The writer is advised that the Government 
does not intend to apply for certiorari in 
either Langley vs. Commissioner or Lewis 
vs. White, and it is assumed that certiorari 
will not be applied for in Faber ys. United 
States. If this be so then it would seem 
that the Internal Revenue Bureau has recog- 
nized that unless a trust may be revoked 
“during the taxable year” the income there- 
from is not subject to tax to the grantor. 
These decisions would seem plainly correct. 


(12a) 284 U.S. 312. 

13Supreme Court of Canada, 1932, S.C. R. (Can.) 410. 
MVol. III, C. C. H. 1932 Fed. Tax Service, Par. 9515. 
626 B. T. A. 1188. 

1556 Fed. (2d) 390. 

WVol. 111, 1932 Federal Tax Service, Par. 9561. 
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Annuities 

There is a decision by the Board of Tax 
Appeals that will no doubt come as a sur- 
prise to most students of taxation. ‘This is 
Eva Warner vs. Commissioner. In this case 
a widow was left an annuity which standing 
by itself would not be subject to tax to her 
under the decision of the United States Su- 
preme Court in Burnet vs. Whitehouse.” 
3ut in that case the will had provided, as do 
most wills, that the annuity and other be- 
quests were to be in lieu of all dower or sta- 
tutory interest of the widow. The Board, 
therefore, held that notwithstanding an an- 
nuity was not taxable, if it be bequeathed 
in lieu of dower it would be taxable when 
the value of the dower or statutory interest 
has been received back by the widow. That 
is to say all subsequent payments would be 
subject to an income tax. It would seem 
that if an annuity is a bequest, and the 
courts have so held, then the mere fact that 
the widow elects to take the annuity instead 
of taking the dower or statutory interest does 
not change the character of the thing re- 
ceived by her and render it subject to tax. 
The cases of Kent vs. Commissioner? and 
Boston Safe Deposit Co. vs. Commissioner™ 
decided that an annuity payable from in- 
come or so much of the principal fund as 
may be needed from time to time was not 
taxable to the recipient. The difference be- 
tween these two cases and Warner vs. Com- 
missioner is that the will in one instance pro- 
vided that the annuity should be in lieu of 
dower or statutory interest. and in the others 
did not. 


State Decisions 


A decision of importance is that of Matter 
of Cole decided by the Appellate Division 
for the First Department of the New York 
Supreme Court on December 20, 1932. In 
that case the court upheld the constitutional!- 
ity of a tax upon a resident of the State, the 
rate of which tax was in some instances in 
excess of the rate of tax upon the estate of 
a non-resident owning similar property. The 
court held that such a provision did not vio- 
late the Fourteenth Amendment of the Fed- 
eral Constitution and, in effect, held that the 
Federal Constitution gives no right to the 
citizens of a state to complain of the laws 
of that state on the ground that they are 
more favorable to citizens of another state 


than to himself. (Continued on page 89) 


826 B. T. A. 
19283 U.S. 148. 
2026 B. T. A. 486. 
2126 B. T. A. 486. 


2Vol. II, P. H. Inheritance 
Par. 1076. 
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The present home of the 
New York Clearing House 
at 77 Cedar Street, con- 
=a “ struction of which was begun 
Ie : in 1894 





New York Clearing House 
The Story 0of MEMBERSHIP No. 1 


HE Clearing House method of 
exchanging checks and set- 
tling accounts was first pro- 
posed by Albert Gallatin, who had 
been Secretary of the Treasury 
under Jefferson, although it was 
much later, in 1853, that the New 
York Clearing House began its op- 
For a period of sixteen 
years from 1858, the quarters of 
the New York Clearing House 
were in the Bank of New York 
building. 
Members of the Clearing House, 


erations. 


upon being admitted, are assigned 


The Charter 
members received numbers in the 
order of their founding. The Bank 
of New York, being the oldest, 
Later members 


a clearing number. 


received No. 1. 
were numbered consecutively, no 
number ever being allotted the 
second time. Up to now, Nos. | to 
129 have been allotted, of which 
only 22 remain in use, the others 
having permanently lapsed through 
mergers or other causes. 

The Bank of New York, never 
having lost its identity, still holds 
its original status as Number One. 


BANK of NEW YORK 


NEW YORK 
CLEARING HOUSE 
MEMBERSHIP 
NUMBER ONE 


and TRUST COMPANY 
Established 1784 
48 Watt Street, New York 


Uptown Office: 
* Madison Avenue at 63rd Street 
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RESTATEMENT OF THE LAW GOVERNING INVESTMENT 
OF TRUST FUNDS 


LEGAL RULES TO GUIDE TRUSTEES 


AUSTIN W. SCOTT 


Reporter for Trusts of the American Law Institute and Faculty Member of the Law School of Harvard 
University 





(Epitor’s Note: For several years the American Law Institute, assisted by an able 
body of jurists and legal experts, has been engaged in the important task of drafting a restate- 
ment of the Law of Trusts. At the forthcoming annual meeting of the Institute the author of 
the following article will submit the fourth tentative draft which includes a completed chapter 
on The Administration of Trusts dealing with basic principles of law and judicial decisions 
relating to the investment of trust funds. This chapter is of prime interest to trust officials 
because of the numerous problems affecting the handling of trust investments. Mr. Scott also 
discusses conflicting rights of successive beneficiaries, disposition of dividends and receipts 
from shares of stock, wasting and unproductive property, compensation and indemnity 


of trustees and liabilities to third persons.) 


HIS spring the Fourth Tentative Draft 

of the Restatement of Trusts will be 

submitted to the members of the Ameri- 
ean Law Institute for consideration at the 
eleventh annual meeting to be held at Wash- 
ington in May. 

The three tentative drafts which have al- 
ready been under consideration by the mem- 
bers of the Institute include chapters on Defi- 
nitions and Distinctions, The Creation of a 
Trust, The Trust Property, The Trustee, The 
seneficiary, and Transfer of the Interest 
of the Beneficiary. In addition these drafts 
include the beginning of the longest and per- 
haps the most important chapter of the Re- 
statement, namely that on The Administra- 
tion of the Trust. In the part of this chap- 
ter which is covered by these drafts is in- 
cluded a statement of the principles and 
rules governing the duties, the powers, and 
the liabilities of the trustee. 

In the fourth tentative draft the chapter 
on The Administration of the Trust is com- 
pleted, and a new chapter on Liabilities to 
Third Persons is presented. 


Legal Rules Governing Investment of 
Trust Funds 
The draft deals first with the investment 
of trust funds and states the general rule 
that the trustee is under a duty to the bene- 
ficiary, in the absence of provisions in the 
terms of the trust or of a statute otherwise 
providing, to make such investments and 


only such investments as a prudent man 
would make of his own property having pri- 
marily in view the preservation of the trust 
estate and the amount and regularity of the 
income to be derived. It is pointed out that 
underlying this standard of prudence are re- 
quirements of care and skill and caution. It 
is pointed out that the standard of skill is 
both objective and subjective; that the trus- 
tee is liable for a loss resulting from his 
failure to use the skill of a man of ordinary 
intelligence, although he may have exercised 
all the skill of which he was capable; and 
that, on the other hand, if he has a greater 
degree of skill than that of a man of ordi- 
nary intelligence, he is liable for a _ loss 
resulting from the failure to use such skill 
as he has; and it is suggested that if he rep- 
resents that he has a higher degree of skill 
he may be held to the standard of skill which 
he represents that he has. These rules are 
applicable to corporate trustees as well as 
to individual trustees. 

The problem of distribution of risk of 
loss is dealt with; and it is stated that, ex- 
cept as otherwise provided by the terms of 
the trust, the trustee is under a duty to the 
beneficiary to distribute the risk of loss by a 
reasonable diversification of investments un- 
less under the circumstances it is prudent 
not to do so. 

The Restatement then deals with the 
duty of the trustee to dispose of invest- 
ments included in the trust at the time of 
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its creation which would not be proper in 
vestments for the trustee to make, and his 
duty to dispose of investments which al- 
though proper’ when acquired by the trustee 
haye subsequently become improper. It is 
stated that except as otherwise provided by 
the terms of the trust the trustee is under 
a duty to dispose of such investments within 
a reasonable time; and the various factors 
entering into the determination of what is a 
reasonable time are considered. There is a 
discussion of the difference between the 
situation which arises when the question is 
one of the making of an investment by the 
trustee and the situation which arises when 
the question is one of disposing of an in- 
vestment already made. 


Successive Beneficiaries 

The Restatement goes on to deal with the 
conflicting rights of successive beneficiaries. 
The question of what receipts are principal 
and what are income, and what expenditures 
are chargeable to principal and what to income 
is treated. The question of when income 
begins is then dealt with, and it is stated that 
except as otherwise provided by the terms of 
the trust if a trust is created by will to pay 
the income to a beneficiary for life or for a 
designated period, he is entitled to income 
from the date of the death of the testator; 
and the application of this principle to 
specific legacies, to general pecuniary legacies, 
to residuary bequests is considered. 

In particular in the case of a trust of a 
residuary estate the problem of the disposi- 
tion of income on property used in paying 
legacies, debts and expenses of administra- 
tion is dealt ‘with, and the problem which 
is presented when a share of the residue is 
bequeathed absolutely and another share in 
trust for successive beneficiaries. The prob- 
lem of the apportionment of income received 
by the trustee which accrued in part prior 
to the commencement of the trust or subse- 
quent to the death of the life beneficiary is 
considered, with respect to interest, rents, 
annuities and other periodic payments. 


Receipts from Shares of Stock 

The special problem of the disposition as 
between life beneficiary and remainderman 
of receipts from shares of stock held in trust 
is dealt with in a separate section. This 
section is one in regard to which there is a 
great difference of opinion. It was decided 
therefore to present the question to the mem- 
bers of the Institute in an alternative form. 
The so-called “Pennsylvania rule” is stated, 
and as an alternative the so-called “Massa- 
chusetts rule.” On the general question 
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whether stock dividends should be appor- 
tioned between life tenant and remainder- 
man, as under the Pennsylvania rule, or 
should be treated as principal, as under the 
Massachusetts rule, the states which have 
dealt with the problem are fairly evenly 
divided. 

In addition to the general problem of the 
allocation of extraordinary stock dividends, 
the following questions will be presented to 
the members of the Institute for their con- 
sideration: Whether extraordinary cash 
dividends should be apportioned or treated 
wholly as income; whether regular stock 
dividends should be treated like other stock 
dividends or like ordinary cash dividends; 
whether rights to subscribe to new shares 
should be apportioned or treated as princi- 
pal; whether delayed dividends paid on cu- 
mulative preferred shares should be appor- 
tioned, and if so whether the apportionment 
should be on the basis of the time of accrual 
of the dividends or the time of accrual to 
the corporation of the earnings out of which 
the dividends are ultimately paid; whether 
there should be any apportionment of the 
proceeds of sale by the trustee of shares upon 
which no dividends had been paid when the 
shares were held in trust or dividends which 
did not include all of the earnings of the 
corporation during the period in which the 
shares were so held. On these questions there 
is a conflict of authority ; and questions arise 
as to the nature of dividends, as to the 
probable intention of the testator, as to 
fairness to the several beneficiaries, as to 
practical convenience in the administration 
of trusts. 

Wasting and Unproductive Property 

The problems of wasting property and un- 
productive property are then dealt with. On 
these problems the authorities are more 
nearly in agreement. It is stated that un- 
less it is otherwise provided by the terms 
of the trust, if property held in trust to pay 
the income to a beneficiary for a designated 
period and thereafter to pay the principal to 
another beneficiary is wasting property, the 
trustee is under a duty to the beneficiary who 
is entitled to the principal either to make 
provision for amortization or to sell such 
property ; and if, on the other hand, the prop- 
erty produces no income or an income sub- 
stantially less than the current rate of re- 
turn on trust investments, and is likely to 
continue unproductive or underproductive, 
the trustee is under a duty to the beneficiary 
entitled to the income to sell such property. 

If the trustee, whether properly or improp- 
erly, delays in selling wasting or unproduc- 
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tive property, he is under a duty to appor- 
tion the proceeds of the sale when ultimately 
made, by ascertaining the sum which with 
interest thereon at the current rate of re- 
turn on trust investments from the day when 
the duty to sell arose to the day of the 
sale would equal the proceeds received; and 
the sum so ascertained is principal and the 
residue is income. The foundation of these 
principles was laid in the famous case of 
Howe vs. Earl of Dartmouth, 7 Ves. 137a 
(1802), and they have been frequently ap- 
plied and elaborated in later cases both in 
England and in the United States. 


Compensation and Indemnity 

The remainder of the chapter on the ad- 
ministration of trusts deals with such sub- 
jects as the compensation of the trustee, the 
indemnity of the trustee for expenses prop- 
erly incurred or which result in a benefit to 
the trust estate, the liabilities of one of sev- 
eral beneficiaries to indemnify the trustee or 
the other beneficiaries where he has been 
overpaid, or has received an advance or has 
consented to or participated in a breach of 
trust. It is pointed out that where one of 
the beneficiaries is under such a liability, his 
beneficial interest under the trust can be 
impounded to make good the amount of his 
liability. This is true, of course, where the 
trustee is himself one of the beneficiaries 
and incurs a liability for breach of trust. 
The problem of contribution between co- 
trustees is also dealt with. 


Liabilities to Third Persons 

The chapter on the administration of the 
trust is followed by a shorter chapter on 
Liabilities to Third Persons. It is stated 
that the trustee is ordinarily personally 
liable on contracts made by him in the ad- 
ministration of the trust except where he has 
contracted in such a way as to negative per- 
sonal liability, and for torts committed by 
him or his agents or servants in the course 
of the administration of the trust. It is 
also stated that the beneficiaries of a trust 
are ordinarily not personally liable on con- 
tracts made by the trustee or torts committed 
by him in the administration of the trust. 

The question how far persons to whom 
the trustee has incurred a liability in con- 
tract or tort can obtain satisfaction of their 
claims out of the trust estate is more diffi- 
cult. It is stated, however, that in at least 
four situations they can do so. In the first 
place, if they cannot obtain satisfaction of 
their claims out of the trustee’s individual 
property, they can by a proceeding in equity 
reach trust property to the extent to which 
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the trustee is entitled to indemnity out of 
the trust estate. So also, a person who has 
conferred a benefit on the trust estate can by 
a proceeding in equity reach trust property 
to the extent of the benefit. So also, persons 
to whom the trustee has incurred a liability 
in the administration of the ‘trust can reach 
trust property if by the terms of the trust 
the settlor manifested an intention to permit 
them to do so. Finally, if the trustee makes 
a contract in which it is agreed that the 
trustee shall not be personally liable upon 
the contract, but that the other party to the 
contract shall look only to the trust estate, 
he can reach trust property and apply it to 
the satisfaction of his claim upon the con- 
tract, provided the contract was properly 
made by the trustee in the administration of 
the trust. 

This concludes the matter to be presented 
to the Institute this spring. The drafts which 
will be presented at a later time will deal 
with Liabilities of Third Persons, including 
the subject of bona fide purchase, The Ter- 
mination of the Trust, Charitable Trusts, 
Resulting Trusts and perhaps Constructive 
Trusts. It is expected that it will take about 
two years more to complete the Restatement 
of Trusts. 
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WHAT HAS BEEN ACCOMPLISHED BY COOPERATIVE 
EFFORT BETWEEN TRUST COMPANIES AND LAWYERS 


CONSIDERATE SPIRIT DISPLAYED BY REPRESENTATIVE COMMITTEES 
ROBERTSON GRISWOLD 


Chairman, Committee on Cooperation with the Bar of the Trust Division, A. B. A., and Vice-president 
of Maryland Trust Company of Baltimore, Md. 





(Epiror’s Note: In the December, 1932 issue of Trust COMPANIES appeared an 
article by John G. Jackson, chairman of the committee appointed by the American Bar 
Association to seek cooperative action with trust companies in which he explained the work 
and objectives of joint efforts. In the following article Mr. Griswold pays tribute to Mr. Jack- 
son’s committee and reaffirms the policy of enlightened deliberation and agreement on 


conflicting questions.) 


T the annual meeting of the American 

Bar Association in August, 1930, a 

recommendation was made and adopt- 
ed that the president appoint a special com- 
mittee of five for the purpose of “making an 
investigation of the practice of law by cor- 
porations and lay individuals and of the rela- 
tions existing between such corporations and 
individuals and the lawyers associated with 
or employed by them.” 

In compliance with this mandate of the 
association, Charles A. Boston, its then presi- 
dent, appointed a special committee under 
the designation of “The Committee on Unau- 
thorized Practice of the Law,” with John G. 
Jackson, a distinguished New York lawyer, 
as its chairman. The committee was named 
and began to function during the latter part 
of January, 1931. 


Contacting With American Bar Association 

It had always been the hope of the Trust 
Division’s Committee on Cooperation with 
the Bar that a representative committee of 
the American Bar Association would be cre- 
ated so that some point of contact could be 
established between the two organizations 
which might be of value in fostering a great- 
er amount of good will between the Bar and 
trust institutions throughout the country. 
Hence, within three weeks after the appoint- 
ment of the special committee of the Ameri- 
can Bar Association, the Trust Division’s 
Committee was in touch with Mr. Jackson, 
the chairman of the American Bar Associa- 
tion’s special committee, and a very courteous 
and cordial invitation was extended to our 
committee to have its representatives present 
at the first meeting of Mr. Jackson’s com- 
mittee, which was held on March 4, 1931, at 


the Union League Club in Chicago. It will 
thus be seen that representatives from the 
Trust Division were invited to and actually 
attended the very first meeting ever held by 
the special committee of the American Bar 
Association, and this within a period of less 
than five weeks after the American Bar As- 
sociation Committee came into existence. 

Since this first contact was established be- 
tween our committee and the American Bar 
Association’s committee, the two committee’s 
have held joint conferences and have been in 
constant touch with one another, and have 
made, and are still making, an earnest effort 
to bring about harmonious relations between 
the Bar and the _ corporate fiduciaries 
throughout the country. Shortly after our 
Committee on Cooperation with the Bar had, 
with the approval of the Trust Division’s Ex- 
ecutive Committee, forwarded to all corpor- 
ate fiduciaries a circular letter regarding re- 
lations with the Bar, the American Bar As- 
sociation’s committee, in turn, sent out to all 
local Bar associations a letter which con- 
tained the following significant statement: 

“This Committee considers the circular let- 
ter of the Committee on Cooperation with the 
Bar of the Trust Division of the American 
Bankers Association an invitation to Bar as- 
sociations throughout the country either act- 
ing directly, or if desired, through the under- 
signed Committee, to join in an earnest effort 
to adjust by cooperation and conference any 
disputes arising from alleged improper prac- 
tices. We suggest that this invitation be 
availed of wherever such practices are 
thought to exist before any attempt is made 
to end them by litigation or legislation.” 

In its 1931 report to the American Bar 








































TRUST 


LARGEST BANK 
IN MAINE 


COMPLETE FIDUCIARY SERVICE 


FIDELITY TRUST COMPANY 
PORTLAND 





Association, the special committee states as 
follows: 

“Already much has been accomplished by 
agreements and joint declarations by fidu- 
ciaries and by local Bar associations, and 
the Committee believes that much more can 
be accomplished by discussions and negotia- 
tions looking toward a better understanding 
and toward such agreements and joint dec- 
larations between Bar associations and re- 
sponsible representatives of lay organiza- 
tions.” 

Again, in its 1982 report, the American Bar 
Association’s committee states: 

“We reiterate the approval expressed in 
our report last year of local joint understand- 
ings and agreements, provided, of course, 
they are not in conflict with the views which 
we have expressed in speaking of agreements 
between Bar associations and lay organiza- 
tions undertaking to define the practice of 
the law.” 

It is to be noted that the proviso clause, 
at the end of the statement just quoted, ad- 
vising against agreements attempting to de- 
fine the practice of the law, relates back to a 
general statement appearing earlier in the 
report and before the committee begins, un- 
der the heading “Fiduciaries,” to deal with 
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our own particular problems. This proviso 
clause simply means that it is for the courts 
to determine, according to the statutes exist- 
ing in any particular locality, what consti- 
tutes “the practice of the law,’’ and that this 
judicial function cannot be pre-empted by 
any outside agreement. It should not be 
construed as being inconsistent with the gen- 
eral proposition that local understandings 
are preferable to legislation and litigation. 


Much Good Accomplished 

From the above it will be seen that the 
two committees have been working in the 
closest sort of cooperation ever since the 
American Bar Association’s committee was 
appointed, and we all feel that much good 
has been accomplished by our joint efforts. 
In an address recently delivered before a 
local Bar association, Mr. Jackson said: “I 
was particularly glad to read that your com- 
mittee (i.e., a committee of the local Bar as- 
sociation) in its dealings with responsible 
corporate business had in each instance at 
the very outset proceeded on the basis that 
a satisfactory solution of difficulties and con- 
troversies could and should be secured by 
conference and cooperation. In my own com: 
mittee this has become increasingly apparent, 
and the outstanding example of the success 
of these methods is our relationship with 
the Committee on Cooperation with the Bar 
of the Trust Division of the American Bank- 
ers Association.” 

The unfailing consideration exhibited by 
Mr. Jackson and his committee should be 
deeply gratifying to everyone who has at 
heart an improvement in the relations be- 
tween the Bar and trust officials. It is a 
pleasure to the Committee on Cooperation 
with the Bar to be able to “carry on” under 
such conditions. 


o, , , 
~ “" Xd 


MIDLAND BANK, LTD., OF LONDON, 
ENGLAND 

Directors of the Midland Bank, Limited 
of London report that, after making an ap- 
propriation toward bad and doubtful debts, 
all of which have been fully provided for, 
the net profits for the past year amounted 
to £2,019,142, which, with £850,016 brought 
forward, makes £2,869,158. Out of the latter 
sum appropriations of £854,880 for interim 
dividends and £300,000 for contingent re- 
serves, were made, leaving a sum of £1,714,- 
278. Out of the latter total the directors 
recommended a dividend payable the first 
of February, for the last half year, at the 
rate of 16 per cent per annum, ¢calling for 
£854,880 with a balance of £859,398 carried 
forward. 
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WHAT RECENT EXPERIENCE HAS TAUGHT IN 
HANDLING TRUST INVESTMENTS 


STATUS OF VARIOUS CLASSES OF SECURITIES APPRAISED 


CARL W. FENNINGER 
Vice-president, Provident Trust Company of Philadelphia, Pa. 





(Epitor’s Nore: 





1s an experienced trust man, Mr. Fenninger draws instructive 


conclusions from variations in the status of various types of trust investments, considered 
from the standpoints of safety and yield as well as the respective interests of life tenants and 
remaindermen in trust accounts. He has selected and designates the individual issues in 
the various classifications considered, giving particular attention to public utilities, railroad, 
municipal and industrial issues and the problems affecting mortgage loans on real estate. 
As to investments received in executor’s and trustee’s accounts he cautions that every security 
must be considered upon its own merits and that above all this is a time for exceeding care * 
and discrimination on the part of selection and holding trust investments.) 


N discussing trust investment work, we 

seem to have many more things to con- 

sider than we did just a few years ago. 
We may recall that only a short time ago 
prime securities were selling at prices which 
indicated a sound investment condition. At 
the same time mortgages were freely taken, 
after careful appraisements and after an ef- 
fort to discount what seemed to be something 
of an inflated condition in the real estate 
market, 

During that time, however, there were 
some cautious investors who had questions 
in their minds with regard to the position of 
a great many of the securities which had 
been issued, more particularly with respect 
to the public utility holding company collat- 
eral trust bonds and debentures, and the is- 
sues of some of the railroad holding com- 
panies. Some people were also skeptical 
about mortgage loans, because there had 
been a substantial increase in real estate 
values and in many communities definite in- 
flation. 

Despite all these questionable features, 
the statement made above is true—that 
prime securities appeared to be selling on an 
investment basis which indicated sound 
values. When the turn came in 1929, it was 
not, of course, at first believed that a long 
and continued decline in security prices was 
about to occur, and many investors continued 
to purchase securities on a declining market, 
feeling that in view of past experience with 
prices for good securities, it was an excellent 
opportunity to obtain them at low figures. 


This was particularly true with stock invest- 
ments. 


Change in Bond Investment Values and Yield 


Unfortunately, however, the decline con- 
tinued and securities which were considered 
sound investments for trust funds and others 
changed so completely in price and with re- 
gard to the earnings upon which they were 
dependent, that one seriously doubts the wis- 
dom of purchasing them now. It seems to 
me interesting to consider for a moment, as 
a basis for a further study of the question, 
the change that has taken place in investment 
values generally and more specifically as to 
certain classes of investments. 

We find, for example, that in 1928, fifty 
industrial common stocks used by the Stand- 
ard Statistics Company in one of their charts 
were selling upon a basis to yield less than 
4 per cent, and in 1929 the yield was not 
much above 8 per cent. In 1931, prices had 
changed so radically that the return upon the 
same securities was almost 8 per cent. 

Sixty high-grade bonds at the close of 1927 
were yielding about 41%4 per cent, while these 
same bonds at the end of 1931 were yielding 
about 534 per cent. Since that time there 
has been an improvement in the market, so 
that the average yield is now about 5% per 
cent. Fifteen industrial bonds at the end of 
1927 were giving an average return of about 
4% per cent. This yield rose, until at the end 
of 1931 it was more than 6 per cent, while at 
the low point in 1932 it was more than 9 per 
cent. The recovery in the market for this 
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class of bonds has brought them to a yield 
of about 6% per cent. 

With regard to railroad bonds, the yield at 
the close of 1927 was about 4% per cent. 
From that point it rose to slightly more than 
5 per cent at the close of 1931, from which 
it continued rising to almost 6 per cent, with 
a recovery to about 5% per cent. A similar 
condition has existed with municipal bonds, 
which at the close of 1927 were selling on a 
basis of about 3% per cent. The yield on 
these bonds rose to about 4% per cent by the 
end of 1931, and at the low point the yields 
were as high as 5% per cent, with a recovery 
to about 4% per cent. 

These brief and sketchy statistics give you 
some idea of the fact that with market fluc- 
tuations up and down between 1927 and the 
present time, there has been a very material 
increase in the yield on all types of bonds 
and stocks. I have not gone into detnil as 
to the fluctuations in the various classes of 
stocks, because while they are important, 
they do not affect trust estates to as great an 
extent as do bonds. With this in our minds, 
let us consider for a short time the important 
characteristics of the different types of bonds 
which may be used for trust investments, and 
the relative stability of these classes. 

Government Bonds 

First we have government bonds. There 
is, of course, no question in the mind of any 
trust man but that government securities 
present the strongest and least troublesome 
of all investments. In selecting them, how- 
ever, he is met with the fact that the yield is 
so low that the claims of the life tenants for 
income are not satisfied, and it is almost in- 
variably necessary to carry government bonds 
in minimum amounts only in most trust es- 
tates, so as to take care of the need for a 
higher return which can be obtained from 
other types of investments. At the present 
moment, the yield on all government secur- 
ities is so low that most life tenants are 
opposed to holding them, not only because of 
the low return but also because incomes gen- 
erally have been seriously reduced by the loss 
of interest and dividends on other types of 
securities. Paradoxical as it may seem, they 
want investments producing a higher return, 
even though there is less certainty of their 
being secure. Perhaps the best we can hope 
for is to have in every account some govern- 
ment securities, which provide the surest 
means of raising cash in an emergency, regu- 
lating the amount to be held by the size and 
character of the trust and the position of 
the life tenants as to their need for income. 


Federal Farm Loan and Land Bank Bonds 
The next type of security is probably Fed- 


eral Farm Loan bonds and Joint Stock Land 
Bank bonds. Considering the latter of these 
first in order, it is my belief that most trust 
investment men reached the conclusion some 
years ago that the purchase of Joint Stock 
Land Bank bonds was undesirable, and as a 
result comparatively few of them have been 
bought for trust accounts. The problems in 
connection with these bonds are, of course, 
the fact that they were issued during a per- 
iod in which there was a very evident infla- 
tion in agricultural land values, and the fact 
that the management of the banks was usu- 
ally somewhat unscientific in its ideas about 
mortgage loans and banking. The failure of 
many of the banks and the difficulties with 
which they have been surrounded may _ per- 
haps be laid to poor management more than 
to changes in the value of real estate. This 
is perhaps one of the best examples of the 
necessity for studying management in con- 
nection with any investments. 

The Federal Farm Loan bonds, on the 
other hand, have presented possibilities of 
investment at a good return, with tax-free 
privileges and with very excellent security. 
The Government’s relationship to the Federal 
Farm Loan Banks has been best evidenced 
by the increasing investment in their stock 
which has taken place recently, and the man- 
agerial interest which the Government itself 
takes in them. It would seem that the pur- 
chase of these bonds in reasonable amounts 
was justified. 

Perplexing Problems in Municipal Bonds 

Coming next to municipal bonds, we find a 
more perplexing problem, because while the 
prices of municipal bonds have held up fairly 
well it has been somewhat due to their tax- 
free character and because it has been dif- 
ficult for the public to judge the solvency of 
municipalities, the general belief being that 
with the unlimited taxing power which they 
bave, almost any bonds are bound to be safe. 
We have learned, of course, that most muni- 
cipalities have met their obligations in the 
past; but there is grave doubt as to the 
ability of a great number of them to con- 
tinue doing so. 

The financial experience of our major cities 
such as Chicago, Detroit, New York and Phil- 
adelphia, have shown that the continued ex- 
ercise of unlimited taxing powers brings with 
it extravagance and waste which in a time of 
reduced incomes jeopardize the stability of 
the bond issue. Today it is absolutely essen- 
tial that in purchasing municipal bonds, the 
greatest care be used to discriminate between 
those communities which are over-bonded or 
over-taxed or which have a large proportion 
of their bonded debt, even though the total 
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Banking and Fiduciary Services 


in Philadelphia 


The Integrity Trust Company, with its Main 
Office in the heart of the financial district, 
and six other offices in Philadelphia, offers 
correspondent, financial, and fiduciary serv- 
ices to banks and bankers. 
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Clearing House 


Capital, Surplus and Profits over $15,000,000 


Intesrity Trust Company 


Main Office: 16th and Walnut Streets 


amount may be conservative, in non-produc- 
tive improvements. 

It seems certain that investors will be 
much more discriminating with regard to 
municipal bonds in the future than they have 
been in the past, and it is to be hoped that 
bankers in selling municipal securities will 
insist upon conservatism in the management 
of municipal affairs and that bonded debts 
be kept within the paying ability of the com- 
munity. We can help this very important 
work by insisting in our own communities 
that the security issues be conservative in 
character. and that the management of our 
municipalities does not spend money for use- 
less and extravagant enterprises. 

These three classes of investments—namely 
Government securities, Farm Loan bonds and 
municipal bonds—have fluctuated less in 
yield than have other types of securities. 
This is an important thing to remember in 
the diversification of trust investments, be- 
cause stability of income and of price is im- 
portant both to life tenants and to remainder- 
men. 

Relative Merits of Railway, Public Utility 

and Industrial Bonds 

Coming now to those securities which are, 
generally speaking, used more freely for 
trust investment work, where broad powers 


PHILADELPHIA, PA. 


of investment are given, we should consider 
the characteristics and relative merits of 
railroads, public utilities and industrials. Of 
these three classes, it is evident from the 
yields above cited that publie utility bonds 
have fluctuated less in rate of return than 
the others; that railroad bonds have fluctu- 
ated more, but not so much as have indus- 
trial bonds. There is perhaps nothing par- 
ticularly new in this, except that it is a re- 
versal of the situation which most of us who 
have been in the trust business for a long 
time knew, because in the old days railroad 
bonds stood first of these three groups. 


In this instance, I think it important to 
mention the securities which were used in 
the tables from which the above yields were 
taken, so that we may see the exact nature 
of the securities about which we were talk- 
ing. The utility bonds were: American Tele- 
phone and Telegraph Company 5s of 1946, 
Bell Telephone Company of Pennsylvania 
“C” 5s of 1943, Brooklyn Edison Company 5s 
of 1949, Central District Telephone Company 
5s of 1948, Cincinnati Gas and Electric Com- 
pany 4s of 1968, Columbia Gas and Electric 
Company “May” 5s of 1942, Commonwealth 
Edison Company 5s of 1981, Duquesne Light 
Company 4%s of 1967, Massachusetts Gas 
Company 5s of 1955, Montreal Tramways 
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Company “A” 5s of 1941, New England Tele- 
phone and Telegraph Company “A” 5s of 1952, 
New York Gas and Electric Light, Heat and 
Power Company 5s of 1948, Peoples Gas, 
Light and Coke Company 6s of 1943, South- 
western Bell Telephone Company 5s of 1954, 
Western Union Telegraph Company 4%s of 
1950. 

It will be noted that these bonds are 
mostly secured obligations, and that there is 
an absence of public utility holding company 
securities which we will discuss a little later. 
While I do not know exactly why they were 
eliminated from this list, it is probably be- 
cause of their highly speculative character 
in most cases and because of the fact that 
the fluctuations in their prices and yields 
would distort the table. 


Fluctuations in Railroad Bonds 


When we come to railroad bonds, we find 
the increase in yield has been substantially 
greater than in the case of public utility 
bonds, and there appear to be fewer cases 
among them where values have stayed at a 
uniform level. We find, however, that the 
return from the highest grade of railroad 
bonds, such as Pennsylvania Railroad Con- 
solidated 4s, has fluctuated in about the same 
degree as has the rate of interest for high- 
grade investments, but that the starting point 
of the decline was generally lower than with 
utility bonds of the same quality. This is 
due to the fact that the earnings of public 
utility companies have shown a greater sta- 
bility, and the proportion applicable to the 
payment of fixed charges has been greater, 
than is the case with the railroads. 

One of the most interesting developments 
with regard to railroad bonds has been the 
very serious decline in prices for some of 
the general mortgage bonds, such as Lehigh 
Valley Consolidated 4s of 2003, which you 
will recall reached a low price in June of 
this year of 2714, but which have reacted to 
about 40; or Pennsylvania Railroad General 
4%s of 1965, which reached a low this year 
of 47, and are now selling around 80. In 
the case of both these bonds there are large 
amounts of underlying liens, but, after all, 
they represent general mortgages on practi- 
cally the entire lines of both railroads. The 
reason for these very low prices, of course, 
is the lack of earning capacity. 

This leads me to observe that one very ob- 
vious lesson for us in connection with invest- 
ments is: that physical value, while it is of 
importance, is less necessary than earning 
capacity ; and this is particularly true in the 
case of investments purchased for trust ac- 
counts where the preservation of principal is 
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important but the production of income for 
the life tenants is also essential. This factor 
will be noted briefly in a discussion of real 
estate loans, where it has been more evident 
than in other classes of securities. 

Insofar as railroad bonds are concerned, 
there are excellent reasons for believing that 
the underlying mortgage issues of the large 
systems, serving communities of heavy traf- 
fie density, are still sound; but that many of 
the junior issues formerly considered to be in 
a safe position with regard to both security 
of principal and of earnings must now be 
placed in a speculative class, at least until 
there is a clearer understanding of the rail- 
road situation and a readjustment of earn- 
ings. 


Railroad Bonds Considered 


I am listing below the railroad bonds which 
were considered in the tables mentioned 
above: Atchison, Topeka & Santa Fe Rail- 
way Company 4s of 1995, Atlantic Coast Line 
Railroad Company 4s of 1952, Baltimore & 
Ohio Railroad Company 4s of 1948, Chesa- 
peake & Ohio Railway Company 4%%s of 1992, 
Chicago, Burlington & Quincy Railroad Com- 
pany 4s of 1958, Chicago, Rock Island & Pa- 
cific Railway Company 4s of 1988, Illinois 
Centrai Railroad Company 4s of 1955, Nor- 
folk & Western Railway Company 4s of 1996, 
New York Central Railroad Company 3s 
of 1997, Northern Pacific Railway Company 
(prior lien) 4s of 1997, Pennsylvania Rail- 
road Company 4%s of 1960, Lehigh Valley 
Railroad Company 4s of 2003, Southern Pa- 
cific Company 4s of 1955, Southern Railway 
Company 5s of 1994, Union Pacific Railroad 
Company 4s of 2008. 


Experience With Industrial Bonds as Trust 
Investments 


In considering industrial bonds, insofar as 
trust investment work is concerned, we enter 
a very narrow field, because after all there 
are comparatively few industrial bonds 
which commend themselves for trust invest- 
ment. It has seemed as though bonds of in- 
dustrial companies having to do with funda- 
mental industries might be considered in a 
diversified list of securities, because usually 
they produce a somewhat higher yield, thus 
helping to raise the general rate of the return 
in a diversified trust. 

Unfortunately, in many cases fundamental 
industries have suffered severely, and we see 
declines in such bonds as Youngstown Sheet 
& Tube Company First Mortgage 5s to a low 
point of 45 in May of this year. In many 
instances values have almost disappeared. 
This is true of the sugar industry perhaps 
more than any other, although the American 
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Sugar Refining Company 6s have not this 
year below 98. This is because the 
bonds are outstanding in a small amount 
compared to the company’s total assets, more 
than half of the original issue having al- 
ready been retired by the company; and be- 
cause there is a large equity of common and 
preferred stocks behind the bonds. They are 
in an unusual position. 

The following are the industrial bonds 
which were used in the tables mentioned 
above: American Smelting & Refining Com- 
pany 5s of 1947, Baldwin Locomotive Works 
os of 1940, Computing-Tabulating & Record- 
ing Company 6s of 1941, Inland Steel Com- 
pany “A” 41%s of 1978, International Cement 
Corporation 5s of 1948, International Match 
Corporation 5s of 1947, Lehigh Coal & Navi- 
gation Company “A” 414s of 1954, Liggett & 
Myers Tobacco Company 5s of 1951, Para- 
mount-Famous-Lasky Corporation 6s of 1947, 
Republic Iron & Steel Company 5s of 1940, 
Shell Pipe Line Corporation 5s of 1952, 
Standard Oil Company of New Jersey 5s of 
1946, Swift & Company 5s of 1944, Western 
Electric Company 5s of 1944, Youngstown 
Sheet & Tube Company “A” 4%s of 1978. 


gone 


Foreign Securities 

During the period of inflation, many people 
purchased in substantial amounts bonds of 
foreign governments and businesses. Almost 
without exception, serious declines in value 
have taken place; and in many instances 
executors and trustees have had delivered 
to them these securities which present a very 
real problem and one which it is most diffi- 
cult to solve. It seems undesirable for trus- 
tees to invest in foreign securities, for a num- 
ber of reasons, but particularly because in 
the event of default there is no way of en- 
forcing collection by the ordinary way known 
to us in America. If a bond defaults here, 
through the medium of a protective commit- 
tee and with the assistance of the courts, the 


interests of the holders can be protected ; 
but it is impracticable to follow this course 
with foreign securities, or even to attempt it. 


Serious Problems Affecting Mortgage Loans 


The next type of trust investment which 
I want to discuss is the one that is perhaps 
giving all of us the most trouble at the pres- 
ent time, and it is the ordinary mortgage 
loan upon real estate. In the light of our 
experience extending over a long period of 
years, we have had a right to consider that 
the mortgage loan presented one of the most 
desirable of trust investments, not only be- 
cause it did not fluctuate in value but also 
because it presented a high degree of safety 
and a relatively high yield. I venture to say 
that the foreclosure record up to, say, 1930, 
of most trustees was an exceedingly good 
one, foreclosures being few and far between. 

Since that time, however, there has been 
a great change, and foreclosures have be- 
come so frequent that we are confronted 
with a problem far beyond any which we 
might have expected. At the moment we may 
say that the mortgage presents not only a 
financial problem, but a social one as well, 
and it seems to me that for this reason the 
question deserves the most careful attention 
so that the best results may be obtained and 
a proper basis made for future management 
of these investments, since it is altogether 
possible that with more settled business con- 
ditions the mortgage loan will again become 
an attractive investment. 


Foreclosure of Mortgage Loans 

Perhaps it would be well to consider for 
just a moment the principal causes of the 
trouble with mortgage loans. In the first 
place, the tremendous increases in value of 
real estate a few years ago attracted a great 
many people to the purchase of properties 
at abnormal prices and upon bases which 
gave them a very small equity. Wages and 
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salaries were high, and the recipient felt that 
he was entitled to procure a better home 
than he had ever had before; and based upon 
an inflated and somewhat uncertain earning 
power, he loaded himself beyond his normal 
-apacity. 

In order to do this he took advantage (at 
least in the large centers) of the building 
and loan association method of second mort- 
gages. Under normal conditions this would 
have been all right, because at least in the: 
ory he was amortizing the principal debt 
month by month. With the change in con- 
ditions, however, and the inability of people 
to continue to make payments on their sec- 
ond mortgages, many building and loan as- 
sociations failed, and the persons who had 
been paying their amortization month by 
month found that they actually had not been 
doing this and were faced with the fact that 
they still had their debt, with only a claim 
against the building and loan association for 
whatever their pro rata shares as stockhold- 
ers might be in the final liquidation, to offset 
this obligation. 

With the decrease in values of real estate 
which was natural in line with that in other 
commodities or investments, and the great 
reduction in earning capacity through unem- 
ployment and reduced wages and salaries, it 
was impossible to maintain payments in 
many instances, and in some eases it be- 
came evident that the purchaser of a prop- 
erty had no equity above the amount of his 
mortgage debt. The result was that he 
either defaulted on his payments because of 
his inability to make them, or decided that 
he had no equity and deliberately defaulted 
on his obligation. The result has been a great 
wave of foreclosures, through which many 
people have been deprived of their homes and 
the whole mortgage loan situation demoral- 
ized. 

I mentioned this as a social problem also, 
and I think we want to keep this in mind, 
because in handling mortgage loans we must 
remember that the man who bought his home 
and has met with misfortunate deserves 
every consideration in his efforts to retain 
his home and eventually work out his obliga- 
tion. 


Effect of Recent Experiences on Trust 
Investment Policies 

So far we have had merely a general out- 
line of the various types of investments and 
of some of the problems which must be met 
in connection with them at the present time. 
I thought it might be well to see what con- 
¢lusions may be drawn from this situation, 
and to try to apply them to the investment 
of trust funds at this time. 
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Generally speaking, we may say that from 
the standpoint of safety, first consideration 
must be given to United States Government 
securities, second to municipal bonds, third 
to public utility bonds, fourth to railroad 
bonds, fifth to industrial bonds and last to 
foreign bonds. In all however, we 
must recognize that some railroad or even in- 
dustrial bonds may be better than municipal 
bonds, and we must not conclude that any 
general statement can be applied to all cases. 

There seems to be but one conclusion to be 
drawn for the use of United States Govern- 
ment bonds, and that is that they should be 
used, at least in part, in every case; and that 
the only reason for not using them in sub- 
stantial amounts is because of their low 
yield, which affects the income of the life 
tenants. Where municipal bonds are con- 
cerned, it would seem that we might draw 
the conclusion that generally speaking they 
are sound investments: but that great dis- 
crimination must be used in their purchase 
so as to avoid the purchase of bonds of small 
municipalities dependent upon single indus- 
tries or where political conditions are bad 
or the population unstable. Generally it 
seems wise to purchase the issues of the larg- 
er governmental units, such as_ counties, 
townships and the larger cities, although 
here again great care must be used because 
as mentioned above we are not unmindful 
of the difficulties of some of our larger 


cases, 


cities. 


Public Utility Bonds Offer Attractive Field 

With respect to public utility bonds. we 
may agree that they present at the moment 
a very attractive field for trust investment 
where both stability of principal and earning 
power is desired. In this connection, how- 
ever, it is important that the obligations of 
sound operating companies only should be 
purchased, and that the debenture issues 
which were so popular a few years ago 
should not be considered, except in the cases 
of a few very strong groups. Here again 
even operating companies must be considered 
earefully, because much depends upon the 
territory in which they operate, the character 
of the control exercised over them by Public 
Service Commissions, and the political situa- 
tion in the territory they serve. 

When we consider the railroads, we come 
to a much more difficult problem, and we nay 
decide that during the last two years the 
field for investment in railroad honds has 
narrowed very considerably and that the 
greatest care must be exerted in purchasing 
only those bonds which have a sound posi- 
tion in the capital structure of the company 
and upon which the earnings have been suf- 
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ficient to insure the payment of interest by 
a very substantial margin. It is impossible 
for us to tell what the result will be of the 
readjustment of the railroads, which is now 
in process, but it seems reasonable to assume 
that many of the weaker securities will be 
seriously affected by these changes. 

It seems inadvisable to purchase either in- 
dustrial or foreign bonds for trust investment 
at this time. 


Change in Setting Up Mortgage Loans 

Insofar as mortgages are concerned, it 
would seem proper to take them where values 
are well established and where the earning 
capacity of the pronerty is sufficient to c.irry 
a reasonable mortgage. Being legal invest 
ments, it would seem necessary in a 
many instances to take 
cases where there is a 
so as to obtain a 


good 
mortgages in 
restriction to legals 
better yield than can be 
gained from municipal or government bonds. 

There has been some about 
changes in the method of setting up mortgage 
loans. Some of the large insurance compa- 
nies have for a substantial period of time 
heen making loans upon an amortized basis. 
It is evident that such a plan would be a 
hard one to arrange in trust accounts because 
the investment of small sums is always some- 
What difficult. Nevertheless, the amortiza- 
tion plan is a sound one, and it seems pos- 
sible that trust men within the next few 
years must prepare for a rearrangement of 
mortgage loan methods, and provide some set 
means of putting mortgages upon an amorti- 
zation basis, without interfering with the in- 
vestment policies of the various trusts in 
their care. Perhaps this situation may be 
met by the establishment of a co-mingled 
fund through whieh small amounts of cash 
may he invested from time to time as they 
come in from mortgage loan payments. In 
this very general discussion we have not 
touched unon the real estate mortgage bond, 
which also presents a problem to us. It 
seems to me that there are but few of these 
which are satisfactory for trust investment, 
and for this reason I have not considered 
that type of bond. 
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Investments Received in Executor’s or 
Trustee’s Accounts 

All of the discussion so far has been rela- 
tive to the purchase of investments for trust 
funds. To my mind this is the least difficult 
problem to the average trust man, being 
much less absorbing than that of what he 
shall do with investments which are turned 
over to him under an executor’s or trustee’s 
account. 
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There are very few general principals 
which can be laid down with regard to the 
action that should be taken in cases of this 
kind, but it does seem certain that each par- 
ticular security should be considered upon 
its own merits and a decision reached as to 
whether or not, in the light of all the circum- 
stances, it should be retained in the account 
or should be converted. In deciding upon 
what shall be done with many of the weaker 
securities which have depreciated to a point 
where the loss from the original cost is very 
great, it is right that some sacrifices of both 
principal and income should be made in or- 
der to eliminate a thoroughly low-grade se- 
curity. In doing this, it is well to keep in 
mind the fact that where the powers under 
which the trustee acts are broad enough to 
permit it, substitution of a high-grade stock 
may be better than retention of a poor bond. 


In conclusion, we may say that this is a 
time for the exercise of the greatest care and 
discrimination in the selection of investments 
for trust accounts. It is a time also for re- 
alizing that the trust investment man has 
great need for courage, patience, and, above 
all other things, strength of judgment. 
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EOPLE withdraw money from banks 
P.. spend it. 

Practically only one kind of a withdrawal 
for one kind of an expenditure can be 
turned by the bank into a profit. That is 
when a depositor takes out money to spend 
on a trip—any kind of a trip—weekend, 
business, motor, railroad, cruise, domestic 
or foreign. People taking trips need Ameri- 
can Express Travelers Cheques. They need 
them for safety’s sake. 

The prospect is already at the bank. He 
is a depositor. All that is generally needed 
to make him a Travelers Cheque customer 
is a reminder, a suggestion as to the risk of 
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carrying cash and an offer to provide the 
Cheques. The Paying Teller is in the 
strategic position to make this sale. 

With Travelers Cheques in his pocket in- 
stead of cash, the customer leaves the bank 
feeling safer and grateful for the bank’s 
advice. The profit to the bank is one-half 
of one per cent, with no red tape and no 
risk. It was the working out of the Travel- 
ers Cheque system by the American Express 
in 1891 which made this profit possible. 

>. fF & = <= 
Steamship tickets, hotel reservations, itiner- 
aries, cruises and tours planned and booked 
to any part of the world by the American 
Express Travel Service. 


AMERICAN EXPRESS TRAVELERS CHEQUES 


AND TRAVEL SERVICE 
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CONSTRUCTIVE CHANGES IN FEDERAL AND STATE 
BANKING LAWS 


PROS AND CONS OF BRANCH BANKING AND MAJOR PROPOSALS 
IN PENDING GLASS BILL 
E. B. GREENE 


Chairman, Executive Committee of The Cleveland Trust Company 


(Epiror’s Norte: 


Mr. Greene is a banker of many years’ experience. He takes the 


position that economic reversals such as encountered in the past few years, pave the way 
for progressive improvement both in the practical standards of banking management and in 
the statutory structures governing banking operation. He deals frankly with current proposals 
before Congress, such as the expansion of branch banking, control of security affiliates, 
restrictions on speculative banking, a unified system of federal supervision of commercial 
banking, the setting up of a liquidating corporation for closed banks and other provisions 


in the Glass bill.) 


MPORTANT banking legislation has al- 
Ways been the direct result of economic 

depressions. To cite but two examples, 
the depression of 1907 brought about the dis- 
cussion in Congress which eventuated in the 
creation of the Federal Reserve System. In 
Ohio it secured the passage of the Thomas 
Banking Act establishing a department of 
banking with compulsory examination, pub- 
lication of reports, ete., under which the 
banks still operate. 

There is abundant evidence that the pres- 
ent session of Congress will consider a num- 
ber of very important bills which, if adopted, 
will change our banking practice to a sur- 
prising degree. Important proposed legisla- 
tion, principally embodied in the Glass bill, 
has already placed these problems squarely 
before Congress. Other changes have not 
crystallized into proposals as yet but will 
undoubtedly come up for consideration either 
at this session or at the special session, if 
ealled. 

That our banking system requires strength- 
ening is not difficult to demonstrate. Our 
record of banking failures for the last ten 
years is most unsatisfactory, as in that pe- 
riod 10,000 banks closed their doors, tying up 
deposits aggregating $4,300,000,000. The 
criticism of our banking system is strength- 
ened by the fact that 53 per cent of the total 
failures occurred between 1922 and 1929, a 
period for the most part of great prosperity ; 
nor were these failures confined to any par- 
ticular part of the country. It is a criterion 


of our banking system to note that during 
this period England had no banking failures 
and Canada but one. 


Basic Legislative Changes Proposed 
Assuming from these figures that the Unit- 
ed States should strengthen its banking serv- 
ice, let us consider not the bills in detail but 
the subjects involved. Such legislation in- 
cludes the following changes: 


1—To widen the scope of branch banking. 

2—To examine and control to a greater ex- 
tent group and chain banking. 

8—To limit banking funds to be used in 
originating and marketing securities. 


4—To restrict and control security affiliates. 
5—To form a liquidating corporation for 
the purchase of assets of closed banks. 


There has also been a suggestion from nu- 
merous sources that the commercial banking 
facilities of the country be unified into one 
system. This suggestion has not been crys- 
tallized in the form of a proposed law but un- 
doubtedly will be given careful consideration 
during the present and coming sessions. 

Before taking up these proposed changes 
singly, it is interesting to compare these vi- 
tally important proposals with the federal 
banking legislation which has been enacted 
during the decade just closed. The impor- 
tant changes during that period were mainly 
to enable national banks to compete on an 
equal basis with state banks, to restrict 
branch banking and to cut in half the mini- 
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mum required capital for national banks in 
small towns. It would not be unfair to state 
that all of these proposals have been a source 
of weakness rather than strength, as the mo- 
tive back of these changes was to help a cer- 
tain class of banks rather than to strengthen 
the banking facilities of the country as a 
whole. 

By far the most important of the proposed 
changes is that clause in the Glass bill per- 
mitting national banks and members of the 
Federal Reserve System to establish branches 
within the state in which they are located. 


Branch Banking and the Problem of 
Small Banks 

In analyzing statistics regarding the 10,000 
failed banks the following facts are signifi- 
eant: 

Ninety-two per cent of them were located 
in towns of 10,000 population or less; 

The average capital of the closed 
was less than $100,000 ; 

The average deposits were only a fraction 
of $1,000,000 ; 

The great majority of the banks were lo- 
cated in agricultural communities. 

We are forced then to the conclusion that 
the small unit bank has failed to take care 
of the banking needs of the rural districts 
and small towns. The advocates of branch 
banking point out that this system offers 
greater safety due to larger capital and sur- 
plus and that it covers a wider territory af- 
fording a divergence in loaning risks: that 
it offers better service since it can grant 
larger loans owing to its greater resources: 
and that it is more economical to operate as 
its overhead is considerably than for 
the same number of unit banks, 

Its critics, however, claim that branch 
banking is run for the prosperity of the home 
office rather than the smaller communities. 
It is difficult to either affirm or disprove this 
criticism. I believe that it is unfair and I 
know that the three branches most distant 
from the home office of the institution with 
which I am connected have loaned far more 
than their total deposits. In other words, 
the home office is furnishing capital for the 
smaller towns. Its critics further say that 
branch banking tends to bigger banking 
units, which tendency is un-American. 

These considerations seem unimportant in 
comparison with the demonstrated fact that 
the unit banks, especially in the small towns, 
are apparently unable to invest and loan their 
money conservatively, and at the same time 
pay interest to their depositors and meet 
their expenses. Therefore, to exist they have 
taken undue risk in their investments, and 
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in times such as we are now experiencing 
they cannot pass the test which the present 
economic depression places upon them. The 
result is that either the smallest towns and 
rural communities are going to be left with- 
out banking facilities or they must be pro- 
vided in some other way. Under the present 
laws restricting branch banking this can only 
be done by so-called group or chain banking, 
the former being a holding company drawing 
together a number of unit banks, and the 
latter being a number of banks only connect- 
ed by common ownership. Both of these are, 
in fact, makeshifts for branch banking; they 
have the inherent weaknesses of the unit 
bank without affording the strength of the 
larger institution. 


The Democratic Attitude on Branch Banking 

The remaining criticism of branch bank- 
ing that it is un-American can hardly be sus- 
tained if we examine the banking history of 
the United States. The first United States 
Bank had eight or nine branches, and the 
second United States Bank had even more. 
The unit bank became an integral part of our 
national banking law, not due to any 
nomic theory or political sentiment, but for 
the purpose of selling more government bonds 
to finance the Civil War. We became a unit 
banking country therefore, as a matter of 
salesmanship and not as a result of a delib- 
erate choice of good banking practice. 


eco- 


The Democratic Party is generally thought 
to be opposed to larger banking units and 
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branch banking but when we 
record we find that as far back 
Cleveland’s time, at the suggestion of Comp- 
troller Eccles, Secretary of the Treasury Car- 
lisle recommended branch banking. We also 
learn that Woodrow Wilson, while still Gov- 
ernor of New Jersey, delivered a public ad- 
dress in which he advocated branch banking. 
We find further that the expansion of branch 
banking was opposed by the Federal Reserve 
Board only after the personnel of the board 
had been largely changed through the ap- 
pointments of President Harding. 

Sut even if it were true that larger bank- 
ing units and branch banking have in the 
past been regarded as un-American, are we 
going to injure the prosperity of our country, 
leave large areas without proper banking fa- 
cilities, and permit our people to continue to 
suffer the loss of billions of dollars in closed 
banks on account of an inherited prejudice 
not justified by facts? The bad record of 
our unit banking system need not only be 
compared with that of England and Canada 
to show its failure, but we also must blush 
when comparing it with France, Germany, 
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Estate Plan Visualator 


OU have rendered the trust 
companies of this country a 
real service in producing it.” Thus 
the trust officer of a large trust 
company praised “The Estate Plan 
Visualator,” the new booklet that 
several banks have made the cor- 
nerstone of their 1933 new-trust- 
business campaigns. 


om 


A Chicago trust official writes: 
“It has caused our officers and 
directors to actively support our 
trust department; over 300 Chi- 
cago life underwriters are using it.” 
Write for a sample of this unusual 
booklet whose more than 60 illus- 
trations and charts will interest and 
convince your trust prospects. 
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CHATTANOOGA, TENNESSEE 
Headquarters for Trust Department Advertising Since 1912 
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and other European countries. The critics 
of branch banking, however, state that our 
unit system has furnished banking to small 
towns which would not have received bank- 
ing service under any other system. This is 
disproved by the fact that Canada under the 
branch banking system and with only thir- 
teen chartered banks has one bank to a little 
over every 4,000 population, while in this 
country we have but one bank to every 6,000 
population. 


Debate on Security Affiliate Ban 

While possibly of importance, the 
greatest difference of opinion over proposed 
legislation is not over branch banking, but 
is concerned with proposals to examine, re- 
strict and eventually abolish security affili- 
ates of banks. The banks in the great central 
reserve cities of New York and Chicago feel 
strongly that doing away with these facilities 
will have a very serious effect on the eco- 
nomic prosperity of the country. They point 
out that over 8O per cent of all the financing 
up to the time of the depression was being 
handled by banks directly or through affili- 
ates. They also point out that these banks 
have largely succeeded the private bankers 
in handling such matters and that if the 
banks step out of this field the facilities will 
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not exist to furnish the needed capital not 
only for the refinancing of present issues, but 
for the new issues which will be imperatively 
needed. At a time when even the Govern- 
ment finds it unwise if not impossible to put 
out long-time bonds and when there is but 
little demand on the part of the public for 
securities, to take drastic action against a 
source of credit so badly needed seems to 
them unwise and dangerous. 

This problem, and also certain legislation 
for the purpose of restricting loans to be 
granted on securities, have as their real mo- 
tive the resentment of the country as a whole 
over losses due to speculation. It would seem 
to the writer that to endeavor by legislation 
to do away with speculation is attempting 
the impossible. Sach century has been 
marked by at least one or two periods of in- 
tense speculation, The lure of easy money, 
whether it is by exploration or by investment 
in the “Mississippi Bubble,” the East India 
Company, or the Stock Exchange, has been 
with us and will remain with us. I believe 
we are still too near to the problem to be in 
an unprejudiced frame of mind and that such 
legislation could far better be delayed until 
a more normal time will furnish us with a 
better perspective. 
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The Glass bill puts before us another prob- 
lem about which there is sharp difference of 
opinion among bankers, and that is the clause 
providing for the organization of a liquidat- 
ing corporation whose capital is provided 
partly by the Treasury of the United States 
and partly by an assessment upon all mem- 
bers of the Federal Reserve System. The 
funds so contributed are to be used to pur- 
chase the assets of closed banks, assuring the 
depositors of such banks an earlier repay- 
ment on their claims. This is essentially an 
emergency measure. To a lesser degree it 
involves the same principle as that behind 
the guaranty of deposits. 


History Says “‘No” to Deposit Guarantee 

During our entire history good bankers 
have always fought the guaranty of deposits, 
believing that it is unjust and that it pro- 
motes unsound banking because it makes the 
conservative, well-managed bank pay for the 
unconservative methods of the unsuccessful 
bank. Its justification can only be that the 
present economic depression has brought 
about such unusual conditions that a corpo- 
ration of this kind will at least help to bring 
back normal times and will relieve the suffer- 
ing of unnumbered depositors whose funds 
are now tied up. In view of the assistance 
which the Reconstruction Finance Corpora- 
tion can give and has been rendering and in 
view of the large number of banks which are 
reopening, it would seem that the emergency 
factor is becoming less and that this feature 
could well be disregarded. However, this 
view is expressed from the standpoint of 
banking conditions in a state which has a 
comparatively good record and the writer 
believes that the other features of the bill 
are of such advantage as to offset the bad 
principle involved in this liquidating corpora- 
tion. 

Possibly the most startling suggestion that 
has come from high sources regarding pro- 
posed banking legislation is that to unify all 
commercial banking in the United States. 
At the present time we might say that we 
have forty-nine different systems of commer- 
cial banking—forty-eight being state banking 
systems, the forty-ninth being the national 
bank system throughout the country. 


Unified Banking System and Federal Reserve 


Those advocating the unified system be- 
lieve that the control by the Federal Govern- 
ment of all commercial banking would tend 
greatly to raise the standard. It would seem 
to the writer that one is permitted some rea- 
sonable doubts as to this result, It is quite 
conceivable that the laws regarding banking 
in certain states (for example Massachu- 
setts) are even better than the laws govern- 


that federal 
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ing national banks. It is also conceivable 
action will be slower and less 
responsive to needed changes than would 
be the case in a large number of the forty- 
eight states. 

It would seem that by making membership 
in the Federal Reserve System more attrac- 
tive and by raising the standard and enlarg- 
ing the scope of examination of the Federal 
Reserve System something might be accom- 
plished and still leave the states some leeway 
for adapting their banking laws to their par- 
ticular needs. It lies within the power of the 
Federal Reserve Bank, by more rigid exami- 
nation and requirements. to raise the stand 
ard of banking among all its member banks. 
There are many who believe that this method 
will prove more effective than unification of 
the commercial banks of the country; and 
still more important, it can easily be accom- 
plished without entering into a controversy 
over states’ rights. 

In conclusion, we would summarize the 
situation by saying that the present economic 
depression has focussed the public’s attention 
upon the necessity of certain important 
changes in laws governing state and national 
banks. This is an How 
greatly the changes are needed is shown by 
the fact that the leaders of both parties in 
Congress together with the thoughtful bank- 
ers throughout the country have been cooper- 
ating to a surprising extent in endeavoring 
to adjust their differences of opinion. It 
augurs well that divergent 
should be initiating legislation to 
varying needs of our industrial structure. 

It may be confidently expected that the 
new laws will greatly strengthen our banking 
system and will, not immediately but even- 
tually, provide not only the great cities but 
the small towns and even the rural commnu- 
nities with a sound and conservative banking 


encouraging sign. 


these interests 


meet the 


service. 


eo fe 
SUBSTANTIAL GAINS BY PLAINFIELD 
TRUST COMPANY 

Deposits of the Plainfield Trust Company 
of Plainfield, N. J., increased during the 
past year from $17,241,126 to $24,663,967, es- 
tablishing a record of growth which is 
equaled by few banking institutions in cities 
of similar size throughout the country. Dur- 
ing the same period resources increased from 
$19,248,000 to $24,711,202, showing liberal 
apportionment to cash and liquid items in- 
cluding government, public and other high- 
grade securities. Capital is $650,000; sur- 
plus, $500,000; undivided profits, $60,715 with 
increase in special reserve fund from $175,- 
520 to $695,088. 
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NEW YORK TITLE 
AND MORTGAGE COMPANY 


Statement of Condition December 31, 1932 


Assets: 


Cash on Handandin Banks. . . na a 

U. S. Government Bonds and Other estates a es a Be a eee 256,010.54 

Amooummte Teceweame = «© 3 sh ht OhlUmhUlU UU UU RO ww 571,303.79 
Amount due the Company for services performed, searches and title 

examinations. 

Net Interest Due and Accrued... —«. « « » & « = Sacer 
Net interest due and accrued on mortgages and other securities. 

Bonds and Mortgages en ee ee en ee ee ee ll 
First mortgages and first mortgage certificates on New York real estate, 
available tor sale with our guarantee to individuals, insurance companies, 
banks, trustees and guardians of estates requiring legal investments. 

Investments 
Stocks of wholly owned subsidiary companies: 

Company Offices, Incorporated 
Company's own office buildings in New York, Brooklyn, Jamaica, 
Staten Island, White Plains and elsewhere boy ae Sag 


3,850,000.00 


Land Estates, Incorporated and Liberdar Holding Corporation 
Entire investment direct and indirect in other real estate and equities 
therein . ... Br A Re ee ree a Sh a ce 


National Mortgage Corporation 
Organized under the Insurance Laws of the State of New York. Its 
guaranteed mortgages outstanding amount to $6,904,616.91; 85% of 
these are located in Connecticut and New Jersey within the commuting 
zone of the City of New York... , u ‘ . ae ae a ee . 3,686,674.97 


Other operating companies, nichadinn those ennai with our national 
title insurance activities .  . «4 « «© « ww! «© *» ss « =m «  <crore 


Current Accounts with Subs ‘hey Capmpeiiden~ Mer eee ae ee a 407,124.41 


Total 2 6 © © wm 6 « © 6 «© » « pre ceen 
Liabilities: 
Capital - « « « « « « »« $20,600,000.60 


Surplus él GP Ew we ee > ee 
Undivided Profits .......... 11,434,238.56 $51,434,238.56 


Funds Received for Mortgages Sold but Not Delivered. . . . . . 213,507.77 
Agency Deposits. ... a ee ee mee ees 713,476.09 
Premiums and Fees Prenntd ee ee ee ee ee” ee ee ee 232,463.08 
Federal and State Taxes Accrued ......... .. . 700,371.40 
eS, se Ge tae? ce MO et 327,480.52 


Loans Payable... ie Se ee ee oe ee ee ee 
Includes all borrowed money. ‘The Company has no obligations outstanding 


for financing through mortgages sold under re-purchase agreements. The 
Company’s Subsidiaries have no loans payable outstanding. 


General Reserve a a ee a ee a eee 
Total a ee a ee 


Guaranteed Mortgages and Certificates Outstanding $706,677,259.21, 
being less than 14 times Capital Funds 


Freperic J. Furrer, President 


Main Office: 135 & 141 Broadway, New York 
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CONDENSED STATEMENT OF CONDITION 


December 31, 1932 


Che 
Cleveland 
Crust Company 


Assets 


Cash on Hand and in Banks ....- § 25,663,578.21 
United States Government Bonds and Certificates... . 23,668,484.40 


State and Municipal Bonds and Other Bonds and In- 
vestments, including Stock in Federal Reserve Bank. 25,163,385.36 


Loans, Discounts and Advances. . 3 ance 187,744,913.57 
Banking Houses and Lots and Other Real Sante. aa 9,858,883.78 
Interest and Earnings Accrued and Other Resources .. 3,390,663.34 
Customers’ Liability on Letters ot Credit and Accept- 

ances Executed by this Bank............... 866,172.12 


or eee torte $276, 356,080.78 


Liabilities 

Capital Stock panes $ 13,800,000.00 
Surplus and Undivided Profits. seeded 9,625,006.46 
Reserve for Taxes, Interest, etc 965,800.56 
Dividend Payable, January 3, 1933 276,000.00 
Agreement to repurchase U. S. Government Bonds sold. 9,413,317.50 
Deposits. . Ne Sa olleutes tase hne ad rere ; . 240,917,308.53 
Other Liabilities. . Torr 492,475.61 
Letters of Credit and Acceptances Executed for Cus- 

tomers 866,172.12 


$276,356,080.78 





Member Federal Reserve System Member Cleveland Clearing House Association 





THE MORTGAGE SITUATION IN NEW YORK 


MOVEMENT FOR REDUCTION IN INTEREST RATE AND 
IMPROVEMENT IN FINANCING 


RICHARD M. HURD 
President of the Lawyers Mortgage Company of New York 


(Epiror’s Note.—New York City has had probably more than its due share of 
reckless and unwise methods of real estate mortgage financing which have been brought 


severely to the surface by the tests of deflation and business depression. 


Mr. Hurd’s ap- 


praisal of the situation and the conclusions he offers will command respectful attention 
because of his matured experience in this field and his steadfast adherence to sound and 


conservative principles of mortgage financing. 


It is interesting to recall that Mr. Hurd 


raised his warning voice, in these pages, during boom times and when conservatism appeared 


to be at a discount.) 


EFLATION and liquidation have pur- 
sued their relentless course for the 
past three years, beginning as in pre- 
depressions with commodities and 

then bonds and finally real estate. 
The reason why real estate is the last to be 
affected is quite clear, in that it is only when 
depressed conditions have contin- 
ued long enough to result in lower rentals 
and increased vacancies that net incomes and 
real estate fall. 

Two aspects of real 
tioned here, that real estate properties 
are individual, differing one from the other 
and without representative quality, hence the 
sale of property immediately 
depress the price of all other adjacent prop- 
erties, in the way that the sale of a few shares 


vious 


stocks, 


business 


values of 
estate may be men- 


one 


one does not 


of the stock of some company at once lowers 
the quoted price of perhaps many millions of 
shares. The other aspect, closely associated 
with the above, is the rigidity of the vast 
mortgage debt in that all mortgages are gen- 
erally held to be worth par and interest, and 
are not gradually quoted down from month 
to month as are stocks, bonds and commodi- 


ties. 


Various Types of New York City 
Mortgage Loans 


New York 
some 600,000 
is subject to 


City real estate is owned by 
persons and corporations and 

$8.000,000,000 of mortgages, 
nearly equal to the entire farm mortgage 
debt of the United States. We may start by 
analysing the different types of city mortgage 
loans, beginning with those most unfavorably 
affected by the present depression. 


The first would be the immense mass of 
real estate bond issues, which are mortgages 
in name only, since in many cases the bond 
equalled the cost of the properties, 
having no margin for the bond holder and 
having the primary qualification 
of a mortgage. The incentive for the erection 
of these buildings consisted of the large fees 
paid to the houses of issue, and the profit to 
be made in the construction of the building. 
Experienced lenders warned the _ public 
against these issues which were excessive in 
the amount of the loan, running up to 100 
per cent, excessive in the rate of interest on 
the bonds, 6, 6% or 7 per cent, and excessive 
in the running up to 15 per cent or 
higher. The investor was tempted by high 
rates of interest and pushed by high pressure 
salesmanship as a result of which he has 
lost hundreds of millions of dollars. 


issues 


hence not 


fees, 


Properties Lacking Stability of Income 

The next class of undesirable mortgage 
loans, which although constituting only a 
small proportion of the total buildings in a 
city. have shown in every depression an un- 
usually high percentage of foreclosures and 
losses. would consist of buildings utilized for 
special purposes, such as theaters, hotels, 
gearages, clubs, factories, ete. These proper- 
ties lack stability of income because they de- 
pend so largely upon management. 

Contrasting for example a hotel with an 
apartment house, if a hotel is badly man- 
aged, the entire enterprise fails and there 
is no income to pay taxes and interest. In 
the case of an apartment house, the occu- 
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Ancillary Service 
in (Minnesota 


STATES needing probate or 
other attention in Minnesota 
will be economically and expertly 
managed by this 40 year old 
Trust Company. Let us handle 
your Northwestern trust business 
for you. 


FIRST MINNEAPOLIS 
TRUST COMPANY 


115 SOUTH FIFTH STREET 
MINNEAPOLIS, MINNESOTA 


Affiliated with First National Bank 
in Minneapolis 


pancy is divided among many tenants some 
of whom may move out and others may com- 
pel reduction in rents, but unless it is an 
entirely misplaced building, it will yield 
some net rent toward the interest of the 
mortgage. The theater is in the same posi- 
tion as a hotel. Either it is a success or a 
failure. If a failure, no income results and 
the mortgage debt increases by paying taxes 
and loss of interest until some disposition 
may be made of the property. Perhaps the 
weakest type of loan is that on vacant land, 
closely allied to which would be what are 
salled “high land value” mortgages. 

From the standpoint of mortgage finance, 
vacant land is a liability and not an asset, 
since there is an annual deficit to cover the 
payment of taxes, and an annual deficit is 
not a sound basis for a mortgage loan. “High 
land value” loans approximate this situation 
in that they consist of properties in central 
locations with high assessments, large an- 
nual taxes and deficient income from obso- 
lete buildings. The error here consists in 
the optimism with which the future is dis- 
eounted by high appraisals of insufficiently 
improved central locations, on the theory 
that an expensive building might be erected 
on the plot and might yield income on a high 
land value. 


In times of depression no capital can be 
found with which to erect such a building for 
a period of years—during which delinquen- 
cies accumulate. Also when vacancies abound 
in the surrounding buildings, no expensive 
buildings can be erected on these plots which 
will pay interest on the cost of the building 
and a high land value. Hence we see in 
many places obsolete buildings torn down on 
these properties in order to save the taxes 
on the buildings and these “high land value” 
locations devoted to the purpose of obtaining 
50 cents per car per day for the parking of 
automobiles. 

We come now to the great mass of the 
residence and business buildings in New 
York, residence properties ranging from fif- 
teen story fireproof apartment houses on 
Park avenue and Fifth avenue, through the 
nine story fireproof apartments scattered in 
the better locations throughout the city, the 
six story elevator flats, five story walk-ups, 
four story tenements, four family houses, two 
family houses and finally the single dwelling, 
also business properties, rented for large or 
small retail stores in the built up business 
sections of the city and on long traffic streets. 
These standard properties are the ones now 
being affected by the business depression, 
now entering-its fourth year. We are still 
in the throes of heavily diminished incomes 
for the well to do and unemployment for 
large numbers of people. The effect on rents 
is inescapable, owners having been forced to 
reduce them heavily, which in turn leads to 
deferred payments of taxes and slow pay- 
ment of interest. 


Reduction of Mortgage Interest Rates 


The gross rentals from real estate may be 
divided into three parts, operating expenses, 
taxes and interest. The stream cannot rise 
higher than its source. The costs of operat- 
ing real estate and paying taxes and inter- 
est on mortgages can come—speaking broad- 
ly—from one source only, gross rentals. If 
these shrink, so that there is not enough 
money to pay all the three items of operat- 
ing expenses, taxes and interest, some of 
them will not be paid. The first step towards 
a solution is to see whether one or all of 
these charges can be reduced, so that they 
can still be within the gross rentals collected. 
Operating charges have been reduced by 
lower costs of material used and lower wages. 
Tax reduction must come and vigorous ef- 
forts are now being made to bring about a 
substantial cut in the taxes on New York 
City real estate. In addition to this, it is 
quite clear that mortgage interest rates must 
be reduced. 
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Foreclosures and Liquidation 

There has been a steady liquidation for 
the past three years by means of foreclosure, 
which is figured to have affected during 
1932, $1,000,000,000 worth of property in the 
city of New York. When a depression starts, 
mortgage lenders continue the same policies 
which they have followed in good times, 
namely if interest and taxes are not prompt- 
ly paid, foreclosure results. As the depression 
continues, some large lenders continue 
“hard-boiled,” thinking that by harsh means 
they can force owners to keep up payments 
on their properties, not realizing that this 
policy, if continued long enough, destroys the 
financial structure of which they are a part. 

Meanwhile foreclosures spread from huge 
unrented buildings, speculatively planned 
and creating overbuilt sections, through spe- 
cial classes of property no longer able to 
successfully conduct their business of operat- 
ing theaters, hotels, clubs, garages, ete., until 
the great mass of average standard residence 
and business properties is attacked. Then a 
procession of owners comes to lenders and 
offers deeds, which if a sincere move and not 
a “racket’—an examination of the rentals 
and expenses will disclose which it is—leads 
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Hawaii’s 
Oldest 
Trust 


Company 


A SUGAR CANE FIELD IN TASSEL 


CAPITAL, SURPLUS AND 
UNDIVIDED PROFITS, over 


$3,000,000.00 


We do not transact a Banking Business 


Hawaiian Trust Company, Limited 


HONOLULU, HAWAII 


to increasing leniency on the part of mort- 
gage lenders, especially the more intelligent 
In surveying their portfolios they find 
that they are having too many foreclosures, 
that one foreclosure leads to another due to 
cutthroat competition for tenants on the part 
of foreclosed properties, and that they are 
acquiring excessive amounts of real estate 
which they cannot sell, except with great 
difficulty and with heavy losses. 

The new leniency may fairly be said to be 
based upon the self-interest of the lenders, 
and takes the form of waiving installment 
payments, not foreclosing mortgages simply 
because they fall due, accepting assignments 
of rent, or semi-monthly payments on ac- 
count of interest and taxes, and wherever 
necessary reducing the rate of interest to 
nominal figures, in order to enable the owner 
of the real estate to carry on with his prop- 
erty. We see here the anomalous condition 
that the poorer the loan the lower the rate 
of interest, the direct opposite of normal 
conditions, when the better the loan, the 
lower the rate of interest. 


ones. 


A Sound and Constructive Move 
New York City has now reached the point 
where even these lenient methods are not 
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Complete information as to 
requirements (including the 
rulings of the New York 
Stock Transfer Association) 
for all irregular security 


transfers can 
in the 


Write for full particulars 


be found 
Stock Transfer 
Guide and Service only. 
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@ Keeps up to date the full infor- 
mation on: 


. Documents necessary when transfer is 
by an Executor or Administrator. 

. When a Court Order is necessary before 
transfer. 

. When an Inheritance Tax Waiver is nec- 
essary (and how and where to obtain). 

. Documents necessary when transfer is 
by a Guardian. 

. Requirements in case a “Stop” has pre- 
viously been filed against the transfer 
of the certificate. 

Proper forms of endorsement when other 
than an individual's signature is involved. 

7. Documents necessary when transfer is 
by a Trustee. 

. Documents necessary when transfer is 
to a Trustee. 

9. Proper forms for guarantee of signature. 

. When a release under the Federal Es- 
tate Tax is necessary. 

. Documents necessary when transfer is 
by a corporation. 

. Proper forms of inscription when transfer 
is to Joint Tenants or Tenantsin Common. 

3. When copy of Will must be submitted 
and points in it to be noted. 

. Documents necessary when transfer is 
being made by Executor or Administra- 
tor before expiration of the time limit for 
presentation of claims against the estate. 

. Documents necessary when transfer is 

s by a Receiver. 
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Commodities, stocks, bonds, wages, 
salaries, earnings and rentals have all been 
deflated. Mortgage interest, despite money 
of unparalleled Cheapness in every other line, 
1928 and 1929. 
oper- 


sufficient. 


is still on the boom levels of 
During this recent boom, stock market 
ators considered it profitable business to pay 
interest up to 20 per cent on ¢all loans in 
order to purchase stocks, many of which paid 
no dividends. Due to this prolonged com- 
petition for money, owners of real estate in 
New York had to pay 6 per cent for 
gage loans and this level became firmly es- 
tablished during the boom years. This rate, 
cent, may be fairly compared with the 
standard rate of 4 per cent in New York 
twenty-five years ago and it now becomes 
obvious that the only way to restore the 
balance between mortgage lenders and prop- 
erty avoid the wiping out of 
one other, with 
effects to both, is to lower the interest 
from 6 per cent to 4 per cent. 

When it is fully understood by mortgage 
lenders that a delinquent bearing 
6 per cent may become a good mortgage with 
reducing the interest 
will be realized that 


mort- 


6 per 


owners, and 


disastrous 
rate 


class by the 


mortgage 


no delinquencies by 
rate to 4+ per cent, it 


the soundest and most constructive move 
that can be made is to make this flat cut 
in all mortgage interest rates. It is believed 
that this will restore the equilibrium be- 
tween rentals on real and charge 
thereon and preserve the finance 
structure in the city of New 
Bo fo af 
THE WASHINGTON LOAN AND TRUST 
COMPANY 

At the annual meeting of the Washington 
Loan & Trust Company of Washington, D. ¢ 
Charles R. Grant and William W. Baden. 
both vice-presidents, were elected members 
of the board of directors. The December 31, 
1952 statement reflects the successful opera- 
tions of the past year with resources amount- 
ing to $19,899,526 with cash and reserve of 
$5,.0SS 527 United States Government and 
other bonds owned of $4,212,412; loans and 
discounts, $4,815,477; real estate loans, 
$2,611,046. Deposits total $16,301,046. Capi- 
tal is $1,000,000; surplus, $2,350,000: undi- 
vided profits, $181,755 and funds, 
$66,725. 


estate 
mortgage 
York. 


reserve 


The Fidelity Trust Company and the Ma- 
rine National Bank of Wildwood, N. J., have 
consolidated. 
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BRIGHT 1933 PROSPECTS FOR TRUST BUSINESS 


FACTORS WHICH INCREASE DEMAND FOR FIDUCIARY PROTECTION 


FRANCIS H. SISSON 


President of the American Bankers Association and Vice-president of 
Guaranty Trust Company of New York 


(Epitor’s Note: 


This year the American Bankers Association is headed by a man 


who has been foremost in fostering nationwide activity among trust people in spreading 


the gospel of trust service. 


Today the message of fiduciary protection, which has been so 


consistently advocated by Mr. Sisson, reaches a broader and more susceptible audience 


than ever before. 


His optimism regarding 1933 prospects for trust business is based not 


on hope alone, but upon tangible signs. Evidently the trust people are taking more to heart 
the psychological lesson of these times and revising their new trust business campaigns 


accordingly.) 


RUST service has acquitted itself with 
remarkable stability and fidelity during 
this prolonged period of 
verse, especially in the face of severe tests of 
the past year. There has been constant in- 


business re- 


crease in the aggregate volume of trust busi- 
ness, particularly in the number of appoint- 


ments of banks and trust companies as execu- 
tors and trustees under will and in the crea- 
tion of voluntary and life insurance trusts. 
This attests to the growing faith of men and 
women toward the protective qualities that 
are offered by responsible and competent 
management. Experience of many years has 
demonstrated that in times of national ad- 
versity or financial reaction there is a live- 
lier interest in the safeguards that trust serv- 
ice provides, It is worthy of emphasis that 
trust assets have been carefully segregated 
and rendered conservative ad- 
ministration might 
erwise been affected by numerous bank fail- 


immune by 
from loss that have oth- 
ures and suspensions. 


Definite Signs of Increasing Trust Business 

There are definite signs that trust business 
in 1933 will be the best since this period of 
recession began. Many people have become 
doubtful of their own ability to make sound 
investments and they appreciate the policy of 
trust management which in more affluent 
times resisted speculative commitments and 
preferred to adhere to standards of conser- 
vative investment that have become accepted 
in competent trust work. Moreover, trust 
management has profited from the experi- 
ences of the past few years. 


The saturation point in trust service is still 
along way off. There is still a large untilled 
field. For example, in 1931, according to the 
last annual report of the Secretary of the 
Treasury, there were 556,120 persons report- 
ing incomes of $5,000 or more with total in- 
comes of more than six and a half billion 
dollars. Although thousands of these people 
already avail themselves of trust service, 
there is a still greater percentage of the six 
and a half billion dollars of income that of- 
fers potential new business, to say nothing 
of the capital and property these incomes 
represent. 

It is obvious that an increasing number of 
men and women will desire to have their es- 
tates settled efficiently and economically. 
There are those desirous of the protection of 
reeular incomes without investment worries. 
There are countless parents who want their 
children to complete their edueation. Thou- 
sands of men and women will go rieht on 
making substantial incomes and planning for 
their families and the future. All these pro- 
vide good prospects for trust service. 


Life Insurance Trust Field Expanding 


Then there is an ever-widening field for life 
insurance trusts. During 1952 there was 
more than 814,700.000,000 in new life insur- 
ance sold in the United States, according to 
Thomas A. Buckner, president of the New 
York Life Insurance Company, in his recent 
report as chairman of the Association of Life 
Insurance Presidents. Much of this fourteen 
billion dollars in new life insurance is al- 
ready protected, but a still larger proportion 
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could serve its beneficiaries better under 
trust agreements. During 1932 the life in- 
surance companies of America paid to policy- 
holders, benefits over $3,100,000.000, accord- 
ing to Mr. Buckner. Some of this three bil- 
lion dollars in paid-out benefits already has 
the protection of trust agreements, but still 
more of it could serve beneficiaries better 
with such protection. 


No Retrenchment in Advertising Budgets 

Recent surveys indicate that trust com- 
panies and banks will increase rather than 
retrench their appropriations for trust ad- 
vertising. A survey made by the Trust Di- 
vision of the American Bankers Association 
shows that among a representative group of 
trust institutions, 21 per cent expect to in- 
crease their 1933 budgets. An additional 15 
per cent stated their budgets would be in- 
ereased if business improves. Forty-four per 
cent stated that their budgets would not be 
cut. In 1932 less than 2 per cent of these 
same institutions increased their budgets for 
trust advertising over 1931 while 57 per cent 
reduced their expenditures. 

I have received advices from a number of 
trust officers in various parts of the country 
conveying a hopeful attitude as to trust busi- 
ness, Some of them state that their pros- 


pects for new business are better than ever be- 
cause people are turning to fiduciary protec- 
tion for refuge from financial and investment 
uncertainty. Estates may have shrunk in 
value as well as investments, affecting earn- 
ings of trust departments. But in many in- 
stitutions the earnings of the trust depart- 
ment have proven most welcome to bridge 
over reduced earnings from other depart- 
ments. In view of high taxes the need for 
greater care in estate planning and conserva- 
tion is another factor that enhances the popu- 
larity of trust management. 
te fe Og 
108TH CONSECUTIVE DIVIDEND BY 
HIBERNIA BANK AND TRUST 
COMPANY 

Among the banks and trust companies of 
the southland the Hibernia Bank & Trust 
Company of New Orleans has maintained its 
premier position and those progressive poli- 
cies which have characterized the manage- 
ment under President Rudolf Hecht. Earn- 
ings of the past year not only covered regu- 
lar dividends at the annual rate of 10 per 
cent on the $25 par value stock but admitted 
of substantial addition to undivided profits. 
The last quarterly distribution was the 108th 
consecutive dividend. 
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COMPUTING INCOME AND ESTATE TAXES IN FILING 
1932 FIDUCIARY RETURNS 


CHANGES AFFECTING REVOCABLE AND IRREVOCABLE TRUSTS 


H. N. ANDREWS 
Vice-president, Old Colony Trust Company of Boston 


(Epitor’s Note: The attitude of Congress and of legislatures in levying punitive taxes 
rather than striving to cut down the extravagances of government, justifies heavily burdened 
taxpayers in availing themselves of the best possible advice in the computation of returns. 
This is particularly true in the filing of fiduciary returns covering the year 1932 because 
of the ‘‘soak the rich’”’ expedient which animated increased income and estate schedules. 
Mr. Andrews discusses concrete problems of special concern to fiduciaries with special 
attention to changes in the law appertaining to taxable status of revocable and irrevocable 


trusts.) 


HE drastically increased rates of the 

1932 Federal Act, the lowering of the 

exemptions, the elimination of the 
earned income credit, the reduction of the 
surtax minimum limitation and the restric- 
tion in the taking of losses on sale of securi- 
ties held for less than two years all bring 
us much closer contact with the personal 
problems of our beneficiaries and these 
changes accentuate the ever present question 
as to how the taxpayer can minimize his tax 
obligations, bringing very forcibly to our at- 
tention a great economic problem in the solu- 
tion of which we have no option except to 
participate vigorously. 

A momentous wave of tax distress is sweep- 
ing this country. Whether or not this can be 
kept within proper restraint depends upon 
the vigor with which the righteous demands 
of the people are pushed. Politicians are not 
measuring up to the occasion. The simple 
expedient of “soaking the rich” has not 
worked out according to schedule and ap- 
parently will not meet the issue in the future. 
The solution of this problem, to the greatest 
extent, is to come through reduction of ex- 
penditures rather than through increased 
levies. Our first problem, therefore, is to co- 
operate with the National Economy League 
and with other similar forces in attempting 
to solve the tax situation in an equitable and 
businesslike manner. The readjustment in 
governmental lines has not kept pace with 
that in every other field of endeavor. It 
must come. I believe that banks and trust 
companies should now give taxation matters 
primary, rather than secondary, considera- 


tion: at least, until a sound readjustment 
has been effected. Personally, I believe that 
some form of general sales tax levy will, in 
the long run, be most satisfactory to both the 
Government and the taxpayer. 

We are undoubtedly more keenly interested 
in concrete problems. I should like to deal 
with a few matters which are out of the 
ordinary routine. 


Registering Capital Losses in Connection with 
Revocable Trusts and Agency Accounts 
It is, of course, too late now to take action 


in the matter of registering losses for the 
purpose of minimizing the 1932 tax on ordi- 
nary income, It is surprising. however, what 
a universal misunderstanding there was with 
regard to the rights of the taxpayer in this 
respect. While, probably, fiduciaries have 
no moral or legal duty to register capital 
losses in the usual estate account or trust 
under a will, there is that duty, to some ex- 
tent at least, in our revocable trusts and in 
our controlled agency accounts. 

So long as the Government claims a tax on 
eapital profits (the advisability of which is 
questioned) the taxpayer has the correspond- 
ing right of taking whatever advantage the 
law allows in the registering of losses. So 
I believe that in the kind of accounts men- 
tioned the fiduciary is under some duty to 
confer with his client and, after advising him 
as to his rights, to submit to such instruc- 
tions as the client or his attorney may give. 
The registering of losses by the sale of se- 
ecurities which have been held for more than 
two years will not only serve as a tax benefit 
in some cases but eliminates fictitious values. 
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A bothersome problem in connection with 
the sales for the purpose of registering losses 
is as to the sales of unlisted securities for 
which there is no market. As said in a 
Board of Tax Appeals’ case, there should be 
‘no understanding or agreement between 
the parties concerning repurchase.” 

Charge-off for ‘‘Bad Debts’’ 

The question of “bad debts’ is still an ac- 
tive one. As this deduction is not subject to 
the two year or 12% per cent limitations it 
becomes of increasing importance to accounts 
with larger incomes. It is imperative, in or- 
der to take credit for a charge-off, that the 
debt shall have become worthless in the tax- 
able year. This fact is not easy of deter- 
mination in most instances, but the decided 
cases indicate the necessity for care. For in- 
stance, let us assume that a debt became bad 
in 1932, but the taxpayer through inadver- 
tance or deliberate action, deferred the 
charge-off until 1933. If the agent, in exam- 
ining the return in 1935, questioned the item 
and found that the debt became bad in 1932 
he would disallow the item from the 1933 re- 
turn and the taxpayer would be deprived of 
taking the deduction in 1932 through the run- 
ning of the two year statute of limitation. 

We are conversant with the ordinary case 
of a bad debt, notes or bonds becoming 


worthless, but we should keep in mind, par- 
ticularly in the 1932 return, the provisions 
of Article 174, Regulations 74, allowing de- 
duction on the bad debt theory for worthless 


corporate stock as during that year it is 
probable that the Kreuger & Toll, Interna- 
tional Match and Insull stocks, besides others 
of more restricted distribution, became defi- 
nitely worthless, The rulings of the Com- 
missioner and decisions of the Board of Tax 
Appeals seem to place upon the taxpayer an 
obligation filled with some uncertainty of de- 
termining exactly when a debt becomes bad. 

Where bankruptcy proceedings are pending 
and a definite statement can be procured from 
the trustee or receiver the situation is clear, 
but without that evidence the problem be- 
comes vexing. If the taxpayer has no other 
losses to deduct it would seem advisable to 
charge the debt off in the earliest year in 
which the possibility of worthlessness ap- 
pears, but if other deductions are available 
the taxpayer is at his wits end to know how 
to proceed. No better advice could probably 
be given than to study each case and decide 
the issue on its merits and if the amount is 
material the client and counsel should be 
eonsulted and asked to instruct the trustee 
as to how to proceed. John Crosby Brown vs. 
Commissioner B. T. A., Docket 49141, No- 
vember 29, 1932, is an instructive case on 
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this point wherein the Board lays down the 
rule that the loss “should be deducted in 
the year in which the stock became worth- 
less, without waiting until the corporation 
has been wholly liquidated through receiver- 
ship or otherwise.” 

Revocable and Irrevocable Trusts 

It is difficult in close cases to determine 
upon whom the tax obligation devolves. The 
1932 statute has made some changes in this 
respect. The different situations may be sum- 
marized as follows: 

Trust income tarable to maker to the ezr- 
tent that 

1. He can call for principal ; 

2. He can eall for principal with assent of 
any person not having a substantial ad- 
verse interest in disposition of princi- 
pal or income; 

Any person not having a substantial ad- 
verse interest in principal or income 
therefrom can revest the maker with 
any part of principal; 

Income is held or accumulated for him ; 
Income is held or accumulated for him 
in his discretion or in discretion of any 
person not having a substantial adverse 
interest in disposition of such income; 
Income may, in his discretion, be dis- 
tributed to him; 

Income may, in discretion of any person 
not having an adverse interest therein, 
be distributed to the maker; 

Income is applied in payment of pre- 
miums upon insurance on his life; 
Income, in his discretion or that of any 
person not having an adverse interest 
therein, may be used for payment of 
insurance premiums on the maker’s life 
(except irrevocable insurance for chari- 
ties). 

(See Sections 166 and 167, 

of 1932.) 

I should say that the trusts which come 
within the provisions of cases 2, 3 or 7, and 
where the income is not actually distributed 
to the maker, should be given more than or- 
dinary review. I am inclined to feel that 
despite the statute the ccurts might finally 
decide this class of cases along the line of the 
dictum of the Circuit Court of Appeals in the 
ease of Reincke vs. Smith, Tth Cire, October 
7%, 1982: 

“Under the broadest conception of legisla- 
tive power, that which is not the income of 
the tarpayer, and which it is impossible for 
him to make a part of his income may not 
be required arbitrarily to be included in his 
income. Such an attempt amounts to con- 
fiscation and offends the fifth amendment.” 


fevenue Act 
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Therefore care should be taken to see that 
the interests of your trusts and the benefici- 
aries are properly protected by such legal 
procedure as may be suggested by your coun- 
sel to determine the authority of the Govern- 
men to tax income to any one other than the 
recipient, particularly where the amount in- 
volved is material and where the client, hav- 
ing been fully informed as to the intention 
of the Government and his rights, is willing 
to assume the expense of litigation. 

Important Decision as to Revocability 

Particular reference might be made to ir- 
revocable trusts where the right is imposed 
in the trustee to distribute principal to the 
the right is given to the trustee 
to amend the instrument. Under the 1928 
and prior acts the income of such trusts 
would not necessarily be taxed to the maker, 
put under the 1932 Act the income may be so 
taxed no matter how actually distributed, al- 
though the Reinecke vs. Smith case intimates 
that a trustee may have a “substantial ad- 
verse interest.” 

On this subject a recent Circuit 


Inaker or 


Court of 


Appeals’ decision in this jurisdiction, which 
the Government has decided not to appeal to 
the Supreme Court, is of more than passing 


interest. The case is that of Lewis vs. White 
and involves a trust originally with the First 
National Bank of Boston. The trust was cre- 
nted by Walter C. Lewis for the benefit of 
his wife and contained the following provi- 
sion with regard to revocability : 

“This instrument may be revoked, altered 
and/or amended by the Trustor on or after 
the first day of January in any year but only 
upon condition and provided the Trustor 
shall in the preceding calendar year have no- 
tified in writing the trustees of his intention 
so to revoke, alter and/or amend this instru- 
ment.” 

The Government contended that this lan- 
guage brought the trust into the revocable 
class under Section 66 of the Revenue Act of 
1928 and taxed the income to the husband. 
This Section reads as follows: 

“Where the grantor of a trust has, at any 
time during the tarable either alone 
or in conjunction with any person not a ben- 
eficiary of the trust, the power to revest in 
himself title to any part of the corpus of the 
trust. then the income of such part of the 
trust for such tarable year shall be included 
in computing the net income of the grantor.” 

While the phraseology of this Section in 
the 1932 Act is changed and made more re- 
strictive against the taxpayer, the statute 
has not been changed so as to affect this de- 
cision. The bank contended that the trust 
should have the status of an irrevocable trust 


year, 
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and the income taxed to the recipient (the 
wife). The District Court in an extended 
opiliion by Judge Brewster upheld the con- 
tention of the bank and the Cireuit Court dis- 
missed the appeal of the Government on Oc- 
tober 21, 1932, and the Solicitor General has 
advised that he will not carry the case fur- 
ther. Therefore, this stands as final 
authority for allowing a trust with the lan- 
guage mentioned, there being no other pro- 
vision to the contrary, to be construed for 
federal income tax purposes as an irrevocable 
trust. 


case 


Decision of Far-Reaching Importance 

This far reaching importance. 
Events in the past few years have shown how 
uncertain and unstable any particular set of 
conditions may be and the desirability of al- 
lowing the donor of a trust some right to 
with drastically changed conditions 
affecting the taxable effect of his 


case is of 


cope 
without 
gift. 
The Government should be willing to con- 
cede that point and not be too insistent upon 
restraining business agreements entered into 
in the best of good faith for the protection 
of dependents and conservation of property. 
Furthermore, the advent of the gift tax 
would seem to be an opportune time for the 
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Government to desist in its efforts to differ- 
entiate taxwise in the consideration of re- 
vocable and irrevocable trusts. Much needed 
immediate gift tax revenue would accrue to 
the Government if this change were adopted. 
Rights Reserved by Grantor of Irrevocable 
Trust 

The interesting question arises from time 
to time as to what rights, if any, may be re- 
served by the grantor of an irrevocable trust 
and still retain the tax advantages accruing 
to such a trust. The case of Bliss vs. Com- 
missioner, B. T. A. 55902, Sept 9, 1932, is il- 
luminating on this point. That trust pro- 
vided that in the event of the death of the 
beneficiary without issue before reaching the 
age of 35 the trust fund would be redistrib- 
utable to the grantor or his heirs; also the 
trust provided that a written order must be 
obtained from the grantor or his wife before 
making payments to their minor children, 
and the grantor must be consulted in inves- 
ment matters. The court decided these re- 
servations were of no material importance 
aud did not affect the benefits of irrevoca- 
bility. How much further one can go is.a 
question. It is, of course, desirable to elim- 
inate as completely as possible any rights or 
benefits to accrue to the donor. 

There has been some question and lengthy 
technical discussion as to the tax cost to be 
used by distributees of remainder interests 
under wills, 7. e., the meaning of the words 
“at the time of distribution to the taxpayer” 
as used in See. 113 (a) (5) of the 1928 and 
1982 Acts. The case of Mary Colgate vs. 
Commissioner B. T. A. 61882 Dec. 30, 1932, 
decides flatly that the value at date of ac- 
tual distribution after termination of the 
trust is the determining figure. 

New Problems and Decisions Affecting 
Estate Tax 

also confront us in the 
Federal estate tax law 


New problems 
amendments to the 


and through court decisions. The Lewis case 
above referred to, while confined directly to 
the income tax law, seems to apply as well 
to the estate tax status of trust funds so 
held. Certainly no fiduciary should accept 
a determination of estate tax on such assets 
without a contest. 

The 1932 law changes the death tax status 
of the assets of some of our trusts. The new 
provisions may be summed up as follows: 

Trust assets are subject to Federal estate 

tax on death of maker 

Where the trust was made in contem- 
plation of death; 

When intended to take 
session or enjoyment at or 
death ; 

Where he retains for any period not 
ascertainable without reference to his 
death or which does not end before his 
death the enjoyment or possession of 
the property or its income (for instance. 
a trust to terminate “one month before 
my death’’); 

Where he retains the right, either alone 
or with any person, to designate who 
shall possess or enjoy the property or 
income therefrom. (This would apply 
to a right to revoke and to a right to 
amend as to disposition of principal or 
income) ; 

5. Where the 

life. 

(Section 803, Revenue Act of 1932.) 


effect in pos- 
after his 


maker retains income for 


It will be noted that these changes in the 
law affect the status of a number of trusts 
now operative. 


Difficulty in Liquidating Assets 
Difficulty has been experienced in liquidat- 
ing assets for the purpose of meeting death 
taxes under the 1928 tax. With the rates 
doubled and with the great shrinkage in 
liquidating value of practically all assets it 
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ean be readily seen that the future prospects 
in this respect are anything but bright. The 
point I desire to bring out is this: that we 
attempt, if possible, to have our clients give 
this subject serious consideration with their 
attorneys, particularly with a view to de- 
termining whether or not it is advisable to 
minimize this tax by splitting up their es- 
tates during their lifetimes and assuming the 
lower brackets or gift tax, rather than leav- 
ing the entire estate subject to death tax. 
For instance, let us assume an estate of 
$2,000,000. If $1,000,000 of this were set 
aside in an inter vivos trust subject to gift 
tax the total of the gift tax and estate tax 
would be over $100,000 less than the tax 
which would be assessable if the property 
were all left to descend upon decease. There 
would also be probable material saving in 
income taxes and probating. 

As to the common practice of husband and 
wife holding property jointly, recent deci- 
sions of the 7th Cire. C. C. A. would seem to 
indicate that such property may be taxed 
only to the extent of one-half of the value 
thereof at the time of death of the first co- 
tenant, rather than to the full extent of the 
contribution of the decedent (Griswold vs. 
Commissioner, No. 4719, and Commissioner 
vs. Emory, No. 4699). 


Intangibles and Dictum in the Maine Case 


Another case of considerable interest con- 
cerning intangibles held in this country by or 
for non-resident aliens is the so-called Gar- 
van case which was argued before our C. C. 
A. in the First District January 12. Mr. 
Garvan died a legal resident of New South 
Wales with most of his property in the 
form of intangibles held by The First Na- 
tional Bank of Boston as his agent. It is the 
contention of the bank, following the case of 
The First National Bank of Boston vs. Maine, 
284 U. S. 312, that no Federal estate tax can 
against any such assets no matter 
what their nature. You will recall that the 
statute specifically taxes shares in United 
States corporations and that is our main con- 
troversial point in this case. A very studi- 
ous dissenting opinion by Judge Trammel, 
Bb. T. A., upholds our contention, although the 
majority opinion of the Board of Tax Ap- 
peals upheld the statute. 

The dictum in the Maine case to the ef- 
fect that personal tangible property has its 
situs at the domicile of the owner no mat- 
ter where the paper evidence of ownership is 
located, would seem to be applicable in this 
instance; and if the Supreme Court follows 
the same line of reasoning which it did in 
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the Maine case the Government will be 
estopped from levying a death tax on such 
The determination of this case in 
favor of the taxpayer would have a most ma- 
terial bearing upon the turning over of trust 
and agency business by non-resident aliens 
to banks and trust companies located in the 
United States. It would appear to be good 
business for the United States to forego the 
very small revenue which it receives from 
this source in favor of the many advantages 
of encouraging non-resident aliens to keep 
their intangible assets and do their investing 
in this country. 


assets. 


7 2, o, 
“ ~~ Od 


Howard R. Cruse has been elected vice- 
president and trust officer of the New Jersey 
Title Guarantee & Trust Company of Jersey 
City, N. J., sueceeding the late James H. Is- 
bills. 

Walton H. Hill, formerly vice-president, 
has been elected president of the Union Bank 
& Trust Company of Montgomery, Ala., suc- 
ceeding the late Michael Cody. 

W. S. Brown has been elected executive 
vice-president of the Sussex County Trust 
Company of Franklin, N. J. 
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POTENTIALITIES OF BANK AND TRUST COMPANY 
STOCKS AS INVESTMENTS 


EXCEPTIONAL OPPORTUNITIES FOR SAFE AND PROFITABLE 
SELECTION 


COL. OLIVER J. TROSTER 
of Hoit, Rose & Troster, New York City 


(Epiror’s Note: There is scarcely any class of securities which attracted such specu- 
lative attention and enhancement during the late “‘new era’”’ period as bank stocks. Converse- ° 
ly, during this depression period, and influenced by the weeding out process of bank failures, 
the stocks of well intrenched banks have suffered in common with securities that have been 
deflated far below intrinsic values. Because of increased efficiency, greater stability, liquidity 
and other favorable factors, it is a reasonable conclusion that the stocks of ably managed 
banks will be among the first to respond to improvement in general business.) 


I’ you are human, you are doubtless both course. For example: $1 used to purchase 
tired of and disgusted with comparative 16 leading New York City bank stocks, as 
statistics. You have been told so often adapted in the “dollar-index” figures, would 
that First National Bank of New York stock vield 6.164 per cent at present, as against a 
sold at $8,600 in 1929 and here it is selling yield of 1.597 per cent at the high of 1929. 
at $1,500 and therefore you should buy some, The dollar would buy at present its share 
that you undoubtedly would like to throw’ in working resources (capital, surplus, un- 
a book at the next man (myself included) divided profits and deposits) of $5.214, as 
who quotes such statements. You could even against only $1.331 in 1929. It is interesting 
choke with pleasure the man who tries to to note that item by item the 1952 year- 
sell you some Sun Life of Canada stock at end figures are just about four times as 
$290 because it sold at $4.100 in 1929. high as the figures for the high of 1929. 
Ilowever, as an indication of the way the That is to say, the yield and earnings are 
pendulum has swung back entirely too far, about four times the 1929 figures, and for 
I direct attention to a chart reproduced here- every dollar you put into bank stocks at the 
with. Some very interesting and instructive present time, you have four times as much 
comparisons can be drawn from the figures money in banking resources working for you 
siven between the 1929 high and the Decem- 8 you had in 1929. 
ber 30, 1932 figures, but I will confine my Another interesting item is that on Oct. 
comparisons to these two columns. 14, 1929, for every dollar of market value 
This chart is made up on a “market dol- invested in accordance with the ‘“dollar- 
lar’ basis—that is, the figures given in the index” method, there was only $1.10 on de- 
various columns refer to what would be posit in the sixteen leading New York City 
purchased in the bank stock market for banks. Also, on that same date, the market 
$1, averages and proportions being used, of value of the capital stock of one of our 








1929 High 1930 High 1930 Low 1931 High 1931 Low 1932 High 1932 Low Dec. 30 

Oct. 14 Apr.12  Dec.17 Feb. 21 Dec.17 Sept.8 May 31 1932 
Yield. Beeaa nied ..-1.397% 2.293% 5.563% 3.510% 9.844% 5.261% 13.240% 6.164% 
Earnings......... ...-2.143% 3.254% 8.012% 4.552% 10.824% 6.251%  14.402% 7.014% 
Book Value.............. $0.233 $0.373 $0.903 $0.559 $1.528 $0.762 $1.903 $0.909 
Deposits ware . $1.100 $1.513 $3.788 $2.529 $6.533 $3.211 $7.461 $4.305 
Working Resources. . . 1.331 $1.885  $4.691  $3.088  $8.061  $3.973 $9.364 $5.214 





“Dollar Index’’ Chart of Investment Characteristics based on sixteen leading New York City bank and 
trust company stocks. Compiled by Hoit, Rose and Troster. 
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large banks was greater than the deposits, 
whereas at the lows of May, 1952, the market 
value of the stock of another of our large 
institutions was actually less than the capi- 
tal of the bank. 


Intrenched Banks Have “‘Set Their Houses 

in Order’’’ 

The boom period preceding the crash of 
1929 brought into ‘tthe banking field a mush- 
room growth of what our economists call 
“marginal” banking institutions. Whereas 
in 1928 and 1929 the number of banks in 
New York City fluctuated between 70 and 
SO, the “weeding out” process, which has 
eliminated the marginal producer in so many 
“lines of commerce and industry, has reduced 
the number to 36 at the beginning of 1933. 
This decrease was due to mergers and liqui- 
dations as well as closings. Of the 36, by 
far the bulk of business is transacted by 
about twenty banks which have been in 
business for many decades and are thor- 
oughly intrenched. These 20 banks not only 
control the bulk of New York City’s banking 
business, but are also the largest banking 
institutions in this country and are likewise 
important in international banking. 

Without exception, these banks in the 
past year, and particularly in the last few 
months, have “set their houses in order,” 
have written off doubtful loans, and have 
written down investment portfolios. We are 
assured by several of the larger and more 
representative ‘banks that their portfolios 
have been written down to low level prices 
of the year, but that full credit has not been 
taken for the marked appreciation that has 
since occurred in the value of investments. 
Thus, it is fair to assume that present book 
values are higher than figures indicate. Fur- 
ther, in a number of instances, banks have 
set aside special reserves to cover possible 
future losses, and in all respects the banks 
in New York City reflect a position of 
soundness and conservative valuation of se- 
curities. 

Effect of Branch Bank Expansion 

The proposals for state-wide and regional 
branch banking suggest a vast field for fu- 
ture expansion of New York City banks, 
contingent, of course, upon revival of busi- 
ness activity and resultant increased de- 
mand for banking accommodation. At pres- 
ent, branches of New York City banks are 
limited to city limits but under the various 
proposals they would be permitted to main- 
tain branches either throughout the state or 
in the regional area in which business is 
actively conducted. Great as has been the 
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growth of our large New York City banks 
in the past decade, branch banking suggests 
greater possibilities for the future. 

That there is no unanimity of thought on 
the question of state-wide or regional branch 
banking is, however, evidenced by the diffi- 
culty which the Glass Bill is having in Con- 
gress. There has always been opposition to 
centralization of any sort. ‘There are objec- 
tions to chain stores, but the fact that chain 
stores render a real service in bringing stand- 
ard goods into the community at low prices 
is certainly a factor in their favor in times 
like these. Just how much of the present 
depression has been caused by the very fear 
of bank failures we shall never be able to 
find out, but I dare say that this fear has 
played a very important part. I do not 
mean hoarding alone. I refer to that tim- 
idity which makes a man hesitate to do 
something either in the way of investing or 
improving property for fear that in addition 
to spending that money, the bank may be- 
come insolvent. 


Reorganization of Closed Banks 

One of the big problems confronting many 
communities is reorganization of the banks 
which have been closed. While it may be 
true that the ten thousand banks which have 
closed in this country since 1929 controlled 
only 3 per cent of the country’s total bank- 
ing resources, it is nevertheelss true that 
each of these small bank failures has brought 
about just as acute a situation in its local 
community and to its depositors as if the 
bank had been a much larger one in a more 
populous center. 

Many closed banks will probably never 
reopen. Especially is this true in those com- 
munities which have had two or three banks 
and all three have been closed. Petty jeal- 
ousies, due perhaps to old rivalries if not to 
personalities, will make it difficult to reopen 
a second bank if the first institution to be 
reorganized aggressively solicits business or 
is determined to keep out competition by 
any means. The laws of most of our states 
provide rather heavy penalties for the spread- 
ing of disparaging rumors about a banking 
institution while it is in operation, but I 
know of none that says anything about the 
spreading of rumors concerning a bank 
which is in the process of reorganization. 
And it is just as easy, if not easier, to start 
a rumor or story about a closed institution 
attempting reorganization as it is to whisper 
rumors concerning a going institution, for 
“once burned, twice shy’ works especially 
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well when it is the pocketbook which has 
been scorched. 


Banking Situation and Bank Stocks 

Those banks which have escaped the devas- 
tating hand of the depression are now, ac- 
cording to the latest statesments which have 
been issued, operating with a greater degree 
of efficiency than ever before. Another im- 
pressive aspect of the banking situation is 
the unusually high percentage of liquidity 
reflected in all the statements. Moreover, 
as an added element of strength and one 
that brings out in boldest relief the desire 
of conservative management: to follow a 
conservative accounting policy, is the build- 
ing up of reserves to a point that provides 
ample and comforting assurance against 
every reasonable contingency. 

Banks are now in a position to function 
with improved efficiency and certainly with 
greater economy to meet the credit demands 
of the country along such lines as construr- 
tive and prudent credit policies will dictate. 
Stockholders in these institutions have every 
reason to look forward to the future with 
a feeling of justified optimism. Compared 
with bonds and other securities, leading New 
York City bank stocks currently enjoy a 
strong investment position. 


Because of the declining earnings and the 
weakened financial position of an enormous- 
ly large number of corporations, and the 
actual or imminent suspension of their inter. 
est and dividend payments, investors per- 
force have been subjecting their holdings to 
the closest possible scrutiny. 


Why Investors Are “Switching”’ into Bank 
Stocks 

The bondholder who feels comfortable in 
mind because he has a “bond” may suffer 
quite a shock to his tranquility when he 
learns that the issuing company is compelled 
to default on its interest obligation, because 
the business registered losses instead of 
gains, and its cash is practically depleted. 

Many people are realizing that the security 
back of a bond is no better than the ability 
of the company to make money from its 
operations. Building, land and equipment 
may be pledged as security under the bond, 
but what’s the good of such things if the 
business isn’t a going concern and making 
money? And so it is with the lower grade 
securities, except that the risk is correspond- 
ingly greater. Faced with this situation, 
many careful investors are making “switches” 
into the leading bank stocks. 
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Their reasons may be summarized as fol- 
lows: 

1. Year after year the Department of Com- 
merece lists banking as one of the most prof- 
itable industries of the country. 

2. Banks deal in fundamentals 
void of risk than any other type of busi- 
Their stock in trade is money. An 
investment in bank stocks is an investment 
in money. 

3. Banks are confined to one class of stock, 
and all earnings accrue to such holders. 

4. Banking is a business of fundamental 
necessity, and can never “go out of style.” 

5. During the worst part of the depres- 
sion, the banks have been able to show a 
profit from ‘their operations, through in- 
creased operating efficiency. 

6. Increase in deposits 
more than seasonal. 

7. Bank stocks are among the safest, most 
liquid, and most potentially profitable of 
any equities on the market today. 

8S As an index of the high ‘regard in 
which bank were held during 19532, 
it is to be noted that the Hoit, Rose & Tros- 
ter weighted average of seventeen of the 
prominent New York bank stocks increased 
in price 21.8 per cent, while the Dow-Jones 
average of thirty industrial stocks declined 
19.7 per cent and the Dow-Jones average 
of twenty public utilities declined 10.1 per 
cent during the same period. 

Today, with high yields, 
ings, pruned-out portfolios, high liquidity, 
and more careful and. conservative super- 
vision than has been exercised in a genera- 
tion, our leading banks are in such a healthy 
condition that this set of circumstances 
makes bank stocks extremely attractive for 
investment. Inasmuch as past history shows 
that bank stocks have never sold at a dis- 
count for any long length of time, the pres- 
ent would appear to be a most propitious 
occasion to purchase bank stocks. 
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“BEFO’ DE LAW” 

Many clients who have made trust agree- 
ments, particularly living trusts, with us in 
the last year feel that some of their actions 
in 1928 and 1929 had the same relation to 
economie laws as did an old colored minis- 
ter’s interpretation of the passing of the 
Red Sea by the Children of Israel to natu- 
ral phenomena. 

The preacher was telling his congregation 
about the passing. 

“Watah gen’ally flows downhill,’ the par- 
Was Saying. “But in dishere case it 
turns right ‘round an’ flows back up hill, 
leaving de bottom of de sea dry an’ nice for 
de chillun of Israel to walk ovah.” 

“Looky heah, pahson,” interrupted a young 
member of the flock. “Dat would a_ been 
agin de law o’ gravitation.” 
you mind yo’ own business,”’ con- 
tinued the preacher. “All dis happened long 
befo” de law o° gravitation wuz 
(From “Property.” published by the Fidelity 
Trust Company of Pittsburgh.) 


son 


“Jes” 


passed.— 


NEW PRESIDENT AT HARTFORD- 
CONNECTICUT TRUST COMPANY 

John B. Byrne, vice-president of the Hart- 
ford-Connectiteut Trust Company for the 
past five years and prior to that State Bank- 
ing Commissioner of Connecticut, has been 
elected president of the Hartford-Connecti- 
cut Trust Company. He Nathan 
LD. Prince who recently resigned to become 
president of the Capitol National Bank & 
Trust Company of Hartford. Mr. Byrne is 
well qualified by experience to carry on the 
policies of the Hartford-Connecticut Trust 
Company. He is a member of the execu- 
tive council of the American Bankers Asso- 
ciation. 

Announcement is also made of the election 
of Peter M. Fraser, vice-president of the 
Connecticut Mutual Life Insurance Company, 
as a member of the board. 
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CHEMICAL 
BANK 


TRUST GOMPANY 
165 Broadway, New York 
Established 1824 


STATEMENT OF CONDITION 


At the close of business, December 31, 1932 


ASSETS 


Cash and Due from Banks______——- $82,,451,573.08 
U. S. Bonds and Certificates_ __ss« 113, 941,482.59 


Bankers’ Acceptances and Demand 
Loans : 65,056,426.77 


Eligible Paper and Short Term Notes__._-_- 35, 966,954.21 
State and Municipal Bonds________ 21,002, 606.64 
Other Bonds and Investments — 8,156,351.06 
Loans and Discounts 75,566,777.10 
Banking Houses : 1,226,792.54 
Credits Granted on Acceptances_____._—_: 19,840,930.29 
Other Assets oer 2,031,254.64 


$425,241,148.92 














LIABILITIES 
Capital Stock ____$21,000,000.00 
Surplus __ 40,000,000.00 
Undivided Profits 5,412,501.73 $66,412,501.73 
Dividend Payable January 3rd, 1933____ 945,000.00 
Reserved: Taxes, Interest, etc. __ —  12,794,809.60 
Acceptances Outstanding. ———20,355,778.82 
Other Liabilities_ ee veo s 275,206.29 





Deposits: 
Individuals____ $228, 565,783.25 
Banks __dO@9 5, 892,069.23 324,457,852.48 


$425,241,148.92 


Charter Member New York Clearing House Association 


Member Federal Reserve System 
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MANUFACTURERS 
TRUST COMPANY 


Condensed Statement of Condition as at 
close of business, December 31st, 1932 


RESOURCES 


Cash and Due from Banks $ 72,804,533.30 
U. S. Government Securities 93,312,504.10 
State and Municipal Bonds ........ 39,682,290.20 
Other Ievestmenis.... 2... sn caes 52,090,000.10 
Loans and Bills Purchased 159,447,210.30 
Mortgages 26,223,249.18 
Banking Houses and Other Real Estate 

Equities 20,565,785.18 
Customers’ Liability for Acceptances. . . — 26,648,663.98 
Acceptances of Other Banks Sold with 

Our Endorsement 1,231,466.34 
Accrued Interest and Other Resources. . 2,947,750.59 


$494,953,453.27 





LIABILITIES 


$ 32,935,000.00 


Surplus and Undivided Profits ...... 20,297,483.19 
Reserves 19,461,968.16 
Dividend (Payable January 3, 1933) _. . 823,375.00 
Outstanding Acceptances 27,991,124.69 
Liability for Acceptances of Other Banks 

Sold with Our Endorsement 1,231,466.34 
Deposits 392,213,035.89 


$494,953,453.27 


HARVEY D. GIBSON, President 
Head Office: 55 Broad Street, New York City 


Member New York Clearing House Association - Member Federal Reserve System 





MANAGEMENT’S OPPORTUNITY IN TRUST OPERATION 


ECONOMY AND MECHANICAL AIDS 


F. A. ZARA 
Assistant Vice-president, City Bank-Farmers Trust Company of New York 


(Eprror’s Note: There is no doubt that with the reduction in rate of earning there is 
much opportunity for rendering trust department operation more efficient and economical, 
especially by a wider utilization of ingenious mechanical equipment. Great strides have been 
made in recent years in adapting mechanical devices to the requirements of trust work, 
both in individual and corporate divisions. These are sufficiently elastic to be serviceable 
to moderate-sized as well as large trust departments.) 


ITH the turn of the year, trust com- 

panies in the United States have 

closed their books, and are now 
planning their programs for 1933. They have 
found what has been generally true; that 
the ratio of operating profits, before ad- 
justments and revaluations of capital ac- 
counts, is on the downward trend. Earnings 
derived from their general portfolios, and 
particularly from prime Government securi- 
ties and commercial paper, have approximat- 
ed lows which are unprecedented, while the 
market values of securities upon which trust 
departments base their fees, are at low ebb. 
New financing has shown a most precipitous 
drop, and Stock Exchange volume is lower 
than it has been for many years. 

All these factors adversely affect the earn- 
ings of trust companies. Furthermore, there 
has been no commensurate reduction in the 
costs of care and management of property to 
offset this shrinkage in gross operating in- 
come. The confusion and complexities of 
world-wide situations confronting the custo- 
dian of property have never been greater 
than they are today; and the present period 
of economic readjustment tends to create in- 
creasing burdens with consequent rising costs 
in the administration of trusts and in the 
care of property. 


Reducing Cost of Operation 


With this condition facing the corporate 
trustee, how can it improve its operating ra- 
tio? There are three obvious means by which 
this can be done: First, by a larger volume 
of new business; secondly, through increased 
rates in fees; and lastly, through a reduction 
in the cost of handling its business. It is 


evident that new business is dependent to an 
unknown degree on conditions more or less 
beyond the control of the corporate fiduciary, 
and that increased fees are largely limited by 
law or agreement. On the other hand, better- 
ment in the ratio of operating effectiveness is 
mostly a matter within the control of the cor- 
porate fiduciary itself. Not under-estimating 
the necessity of adding new and profitable 
business on the books—without which no cor- 
poration organized for profit can succeed— 
the intent of this article is to emphasize the 
unusual opportunities afforded management 
at the present time for a searching introspec- 
tion of their internal problems. All the more 
timely are these opportunities because of the 
comparative lull in activity. 

Trust company business is similar to any 
other business, in that it is subject to con- 
tinuous change. There can be no static con- 
ception of administrative or operative prob- 
lems. Therefore, the organization as a whole 
must be constantly prepared for new adapta- 
tions of its technique. Its internal problem 
of management is primarily that of coordi- 
nating the work of specialists. Salary ex- 
penditure is its largest item of cost. Visualiz- 
ing the continuing and growing need of this 
higher grade of help, how can the ratio of 
net operating income to gross income be in- 
creased? How can expenditures be further 
curtailed ? 

The solution lies in effective management. 
Assuming that the basic structure is sound, 
what is required is a more painstaking selec- 
tion and training of staff. Not only must 
the operating heads have a firm grasp of the 
technique of the business, itself, but they 
must also possess an understanding of peo- 
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ple, their motives, their capabilities and their 
aspirations, The successful organization must 
also possess a well defined spirit of what is 
known as “team play,” a spirit which leads 
one to do his particular part well for the 
advancement of the whole. This must pass 
down through the organization from the top. 
These are, in the main, the fundamental prin- 
ciples of good organization. They are not 
new. On the contrary, they have been tried 
and proved time and time again, yet it is 
disappointing to learn how often they are 
lost sight of. 


Utilization of Mechanical Equipment 

To these factors of suecessful manage- 
ment, there must be added a later develop- 
ment in office administration. Within the 
past year or two manufacturers of mechani- 
eal office equipment have realized the great 
possibilities of a broader utilization of their 
products, and are making fast strides in ob- 
taining inventive response. The standards of 
performance are undergoing radical change. 
The men who will secure for their manage- 
ments the full benefits of these modern ma- 
chine aids must have a clear conception as to 
just what the true functions of mechaniza- 
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tion really are. In addition, they must pos- 
sess an imagination and zeal for fact finding 
to a degree far greater than heretofore has 
been found in the average operating staffs. 

In introducing new ideas or methods, some 
managements feel that all that is necessary is 
to incorporate a certain stock machine, de- 
vice or system into their operations, and that 
their problems are then solved. These 
changes can never be successfully introduced 
until there has been an intelligent and thor- 
ough analysis made of the full facts and con- 
ditions surrounding their application. Even 
assuming that this analysis has been accu- 
rately made, there is no system or mechani- 
cal installation which will not require intel- 
ligent and responsible direction in order for 
it to function properly. That is one reason 
why systems are successful in one application 
but fail in what appears to be a similar ap- 
plication. It is because of the human ele- 
ment. 


Much has been written of late about the 
present machine age and its alledgedly harm- 
ful effects. It is certain that the results of the 
machine have been preponderantly beneficial 
in the past, and it is equally certain that me- 
chanical aids will bring desirable changes in 
commercial banks as well as in trust com- 
pany operations, for they create a greater op- 
portunity to leadership. Nothing can stop 
their development. But it is idle to pretend 
that these mechanical appliances are more 
than tools, yet they are the means by which 
managements can secure that higher degree 
of service which the public will demand, and 
what is equally important, that greater meas- 
ure of profit. Back of it all, however, are the 
personalities and capabilities of the manag- 
ing staff, from senior executive to department 
head, which in the last analysis, are the ear- 
marks of the up-to-date organization. The 
time for taking stock is here. Will manage- 
ments seize the present opportunity ? 
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Henry E. Bodman has been elected vice- 
chairman of the board of the Guardian Na- 
tional Bank of Commerce of Detroit and Her- 
bert R. Wilkins has been elected a senior 
vice-president of the Union Guardian Trust 
Company. 

Hugh McLean, assistant officer of the Col- 
orado National Bank at Denver, Colo., has 
been elected a director of that institution to 
fill a vacancy created by the resignation of 
Frank N. Bancroft. 

Charles U. Bay and Samuel P. Senior have 
been elected directors of the First Nationai 
Bank & Trust Company of Bridgeport, Conn. 





REPLACEMENT OF LOST, STOLEN OR DESTROYED 
STOCK CERTIFICATES 


DISCUSSION OF RISKS AND INDEMNITIES 


J. FRANCIS ATTERBURY 
Secretary of New York Stock Transfer Association 


(Epiror’s Note: In view of the fact that a majority of the applications for the replace- 
ment of sock certificates which have been lost, stolen or destroyed are received from the 
holders of fifly shares and under, and as many corporations require a surely bond of un- 
limited coverage—in which case the rate of premium is much higher than that required 
for a surety bond of limited amount—the following is offered as a suggestion, the author 
having no knowledge of the method ever having been put into practice with reference to stock 
certificates. ) 


IE widespread distribution of corpo- 
rate stock in recent years has naturally 
been attended by a comparable in- 
crease in the humber of certificates 
which are lost or stolen or destroyed, and in 
respect of which the record holders claim 
to be entitled to duplicates. It is therefore 
becoming of increasing consequence to cor- 


stoek 


porations to consider the risks involved in 
issuing duplicate stock certificates and the 
inherent inadequacy of the indemnity bonds 
customarily given as protection to the corpo- 
ration against damages in the event the lost 
certificate reappears in the hands of a bona- 
jide holder. 

The proof of the destruction, theft or loss, 
and the fact that the missing certificate had 
not been endorsed or otherwise assigned by 
the nominal holder. is seldom more than an 
affidavit made by such holder. Especially in 
the case of stolen certificates, it is becoming 
more and more common to have such stock 
certificates turn up properly assigned in the 
hands of a bona-fide holder, a considerable 
time after the and later transfer of 
the duplicates, 


issue 


Inadequacy of Surety Bond Protection 

By the Uniform Stock Transfer Acts and 
other statutes (as well as by the previously 
applied common-law doctrine of estoppel) a 
stock certificate properly ‘assigned by the 
noininal owner, vests in the assignee if named 
in the assignment—or in the bearer if as- 
signed in blank—a title practically as com- 
plete and enforceable as if the certificate 
were a negotiable instrument. The bona-fide 
assignee or holder is not subject to prior 
equities. If such a stock certificate be pre- 


sented to the corporation, it is bound to reec- 
ognize it; and if a duplicate certificate has 
theretofore been issued, the corporation must 
of necessity correct the overissue, which is 
usually done by purchasing in the market 
and cancelling a like amount of stock. 

To protect themselves against such loss and 
any incidental expense, it has been the long- 
established custom of corporations to require 
the claimant for a duplicate stock certificate 
to furnish his bond with a surety company 
as surety for amounts equal to twice the par 
value of the then market value (whichever 
is greater) of the stock involved. 

The unprecedented increase in recent years 
in the market values of stock has brought 
sharply to the attention of corporations thx 
inadequacy of such bonds. In cases too nu- 
merous to mention, stocks had reached values 
in the market which were not only twice 
their quoted values, but in numerous in- 
stances more than ten or even twenty times 
such sales values, not to mention their par 
values. If at any time the replaced stock 
certificate is presented by a bona-fide holder, 
the bond fails to fully protect the corpora- 
tion: and the time within which the rights 
under a stock certificate may be enforced is 
not limited by the bar of any statute of limi- 
tations. Even if it were possible to obtain 
a bond for an unlimited or a certainly ade- 
quate amount, with a surety sufficient at the 
time, there is no certainty that the surety 
will be able to answer a judgment based on 
a bond issued perhaps fifteen or twenty years 
before. A real risk is involved in assuming 
that any particular surety company will con- 
tinue to function over a long period of time. 
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Corporation Entitled to Protection 

The laws of various states and the practice 
or rules of stock exchanges may require the 
issue of duplicate stock certificates on proof 
of loss or destruction and upon the giving 
of proper indemnity. The giving of indem- 
nity is expensive to the claimant, and is like- 
ly to become much more expensive now that 
it is evident that the due protection of the 
corporation requires a bond of much higher 
amount than heretofore. 

The corporation is entitled to adequate 
protection against loss, and presumably in a 
legal proceeding to enforce the issue of a du- 
plicate stock certificate, the court will give 
the due consideration of the rights of the 
respondent which was given by the New York 
court in the ease of Switzerland General In- 
surance Company vs. New York Central € 
Hudson River R. R, Co. (152 App. Div. 70). 
This suit involved a claim for the issue of 
duplicates to replace certain mortgage bonds 
($2,000 in principal amount) of the defend- 
ent. payable to bearer, which it was alleged 
were lost in the mail. The trial judge or- 
dered the issue of the duplicate bonds upon 
condition of the giving of a surety company 
bond in the penal sum of $8,000, but the Ap- 
pellate Court decided that the company was 
not sufficiently protected by a surety bond 
and modified the orders so as to require the 
issuance merely of non-negotiable certificates 
of indebtedness conditioned to be unenforce- 
able and void if the bonds reappeared in the 
hands of a bona-fide holder. 

The inadequate protection of a surety bond 
being so recognized in the cited case, for far 
stronger reasons should the insufficiency of 
such bond be recognized where a corporation 
is called upon to issue a duplicate stock cer- 
tificate. In the case of a promissory obliga- 
tion (such as a mortgage bearer bond) the 
maximum liability is determinable, while in 
the case of a reappearance of a stock certifi- 
cate replaced by a duplicate the loss to the 
corporation would amount to the market 
value at the time of the stock involved, which 
might be several times the obligation of the 
surety. 

Certificate of Conditional Interest 

It would seem in order, therefore, that in 
response to a claim for the issue of a dupli- 
eate stock certificate, the corporation should 
be required to furnish only a certificate of 
conditional interest in the stock, whereunder 
the rights of the holder would terminate in 
ease the stock certificate which it replaces 
shall be presented to or otherwise come into 
the custody of the corporation, and the holder 
of the conditional certificate would be rele- 
gated to the courts to establish any rights he 


might have in the stock as against the holder 
of the original certificate. Pending such di- 
vestiture the holder of the conditional certifi- 
cate would be registered as a stockholder on 
the books of the corporation and entitled to 
the rights and the benefits of such a regis- 
tered holder of the shares specified in the 
certificate. The original certificate would be 
issued, of course, in the name of the nominal 
owner of the replaced stock certificate, and, 
upon assignments, subsequent conditional 
certificates would be issued in the name of 
the assignee of such original holder and of 
sub-assignees. 

Pending the termination of the enforeabil- 
ity of the conditional certificate the corpora- 
tion could safely make dividend and other 
payments and distributions to the issuees of 
the original conditional certificate as the reg- 
istered holder of the stock, or thereafter to 
his assignee and any sub-assignees as suc- 
cessors in interest to such registered holder. 
No holder of the replaced stock-certificate 
would have any claim against the corporation 
until after presentation of such certificate for 
transfer into his name, and the corporation 
would be fully protected in all payments as 
above mentioned, made by it prior thereto. 
In the event of such presentation for transfer 
of the replaced stock certificate the corpora- 
tion would forthwith declare the conditional 
certificate terminated and all interests there- 
in divested, and require the holder of the 
stock certificate and the then holder of the 
conditional certificate to litigate their re- 
spective claims in court, meanwhile holding 
itself in the position of a stakeholder. 

Under these conditions, it seems to me that 
the corporation itself will incur no appre- 
ciable risk of loss or damage, and that it 
might dispense altogether with a surety bond. 

Bo Be 

A meeting with life underwriters featured 
the recent annual meeting of the Trust Sec- 
tion of the Texas Bankers Association. 

The Polk County Bank of Bolivar, one of 
the oldest banks in southern Missouri, has 
purchased the First National Bank of Boli- 
var. 

The First Wisconsin now has nine offices 
in Milwaukee, three other national banks of 
the Milwaukee Bankshares group having 
been converted into branch offices within the 
past two months. Total resources of all these 
offices as of September 30th amount to $170,- 


235,756. 


William H. Rowley, vice-president of the 
Hartford National Bank & Trust Company 
of Hartford, Conn., recently completed a half 
century of banking experience. 
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In Any Fiduciary Capacity 


The Fifth Third Union Trust Co. acts with 
a confidence born of thorough under- 
standing and proved ability. It accom- 
plishes with the certainty and the effi- 


ciency which skill alone commands. 


Correspondence from individuals or cor- 


porations will receive prompt attention. 
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Wwe. A. STARK 


Vice-President and Trust Officer 
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CINCINNATI, OHIO 


Resources exceed 


EIGHTY-TWO MILLION DOLLARS 
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SUBSTITUTED FIDUCIARY IN PLACE OF CLOSED 
TRUST COMPANY 


PROBLEMS ARISING IN ACCEPTANCE OF APPOINTMENT 


F. H. SHIELDS 
Trust Officer, The Pennsylvania Company for Insurances on Lives and Granting Annuities, Philadelphia, Pa. 


(Eprror’s Note: Jn Pennsylvania as well as in other states the closing of banks, as 
distinct from liquidation of banking assets, involved the preservation of segregated trust 


department assets and appointment of substitute fiduciaries by decree of court. 


Wherever 


advisable and in accordance with statutory or judiciary provision, it is customary to secure 
appointment of a well established trust company as substitute fiduciary to take over such 
obligations. Mr. Shields discusses some of the considerations in acceptance of appointment 
and problems encountered by the substitute fiduciary in connection with taking over real 
estale, mortgages or bonds, participations in pooled mortgages and “‘omnibus’’ mortgages.) 


HREE classes of persons are affected 

by the problems raised in cases of the 

acceptance of an appointment as sub- 
stituted fiduciary in place of a closed trust 
company, namely, the closed trust company ; 
beneficiaries of the trust estate and the sub- 
stituted fiduciary. Where, under the provi- 
sions of the Pennsylvania state banking act, 
the Secretary of Banking takes possession 
of the business and property of a trust com- 
pany by reason of its unsound condition, he 
also takes possession of the funds, property 
and investments held by the corporation in 
any fiduciary capacity and keeps them sepa- 
rate and apart from the assets of the cor- 
poration. 

After taking possession, he makes what- 
ever investigation may be necessary to en- 
able him to determine whether or not its 
condition is such that it may be permitted to 
reopen or must be liquidated. If he decides 
upon the latter alternative, he gives ‘“writ- 
ten notice to all parties interested in any 
such funds, property, or investments held 
in a fiduciary capacity, so far as such notice 
is practicable, requiring them within thirty 
days to apply to the proper court for the 
appointment of a substituted fiduciary to 
take the place of such corporation or person. 
On the failure or neglect of the parties se 
notified to make such application within the 
time designated, or in case the parties in 
interest cannot be notified, the secretary shall 
himself apply for such appointment of a 
substituted fiduciary.” 

Settlement without accounting is provided 


for where there is no dispute and where 
all parties in interest are sui juris and re- 
quest in writing that the securities be deliv- 
ered without filing, upon a release from all 
parties in interest. Until settlement, with 
or without court procedure, the Secretary of 
Banking, or his deputy in possession, will 
continue to exercise fiduciary functions. 

It is the duty of the Secretary to prepare 
and file an accounting with the court having 
jurisdiction, with the least possible delay 
and pay over the balance as shown to be 
due in accordance with the order and decree 
of the court. When the beneficiaries receive 
notice that the Secretary has decided to 
liquidate and file his account, it is incumbent 
upon them to choose a new trustee. The 
new trustee is appointed by decree of court 
upon the petition of the life tenants, joined 
in by the remaindermen. The petitioners 
should ask for the appointment of a disin- 
terested and competent person. The new 
trustee should be not unfriendly to the life 
tenants, yet one who will permit nothing to 
interfere with his duty as trustee to preserve 
the principal intact for the remaindermen. 
No one will be appointed, whom any of the 
parties in interest reasonably regards with 
suspicion. 

Considerations in Acceptance of Substitute 

Appointment 

When the parties in interest have agreed 
upon the appointment of a substituted trus- 
tee, the next step will ordinarily be to ascer- 
tain whether or not the proposed trustee 
will be willing to act. Considerations of dif- 
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ferent kinds will have weight with the pro- 
posed trustee. Corporate trustees desire to 
be as helpful as they can in the present 
situation in which so many trust companies 
have been closed and have therefore found 
it necessary to discontinue the performance 
of fiduciary functions. At the same time, the 
corporate trustee does not wish to assume 
responsibility or liability for acts or omis- 
sions of others than itself. Neither does a 
corporate trustee desire to take more than its 
fair share of the business of closed trust 
companies. In some eases, the assets con- 
sist principally of real estate, real estate 
mortgages or bonds or participation certifi- 
cates in individual mortgages—so-called sun- 
dry trusts or “omnibus” mortgages, or par- 
ticipations in pooled mortgages, all of which 
are admittedly difficult and expensive to 
administer at this time. 

Apart from the nature of the assets an- 
other problem is often presented by the 
amount of the trust in which a company is 
asked to accept an appointment as substituted 
trustee. The estate of a minor, for example. 
may amount to only a few hundred dollars, 
often invested in “mortgage participations” 
having, however, both legislative and judi- 
cial approval as “legal investments.” The 


cost of administering a small trust fund may 


readily exceed the compensation to be re- 
ceived. 

Where, as is sometimes the case, it is im- 
possible to get a corporate trustee to agree 
to accept an appointment as substituted fidu- 
ciary, because of the nature or amount of 
the assets held in the trust, it seems only 
fair that there should be some voluntary 
arrangement on the part of trust companies 
in a particular district, that accounts which 
are unacceptable, for either reason, be as- 
signed to the various companies having trust 
departments, in that district, in proportion to 
their total trust resources or on some equita- 
ble basis of apportionment upon which they 
mutually agree. Corporate fiduciaries should 
recognize a social obligation to “carry on” 
the administration of trusts of closed trust 
companies with the least possible inconve- 
nience or additional expense to beneficiaries. 


Management of Real Estate and Mortgages 

If we assume that a substituted trustee 
has been agreed upon by the parties, and 
that it has tentatively indicated its willing- 
ness to accept an appointment, the next step 
will be for it to obtain and examine copies 
of the will or deed and of the account of 
the retiring fiduciary. In its examination 
of the trust instruments it will ascertain 


what powers have been conferred upon the 
trustee, with respect to the investments and 
assure itself that the investment directions 
have been carried out by the retiring trustee. 

The principal problems which confront the 
proposed substituted trustee are those hav- 
ing to do with the management of real estate 
and mortgages. As we all know, general 
depressed business conditions have reduced 
income, both earned and invested. This has 
made it difficult, and, in some cases impos- 
sible, for real estate owners either to pay 
taxes or interest on their mortgages, and 
has brought about an unprecedented num- 
ber of foreclosures. In a vast majority of 
forced sales, the properties are bought in by 
the attorney on the writ, for a nominal sum 
or for at most only a fraction of the mort- 
gage debt. The mortgagee thus becomes a 
real estate owner. 

Safety of principal and regularity of in- 
come generally lead a trustee to prefer the 
status of a secured creditor to that of a real 
estate owner, and therefore, he is often 
willing to sell the real estate at cost, usually 
about 60 per cent of the appraised value of 
the property at the time the mortgage was 
taken, plus expenses of acquiring title by 
foreclosure. Reduction in earned income re- 
sults also in a demand for lowering of rents, 
which, as there has been no substantial re- 
duction in real estate taxes, tends to make 
it difficult to get an approximately adequate 
return out of the property. Tenants may 
be lost, and until the property can be rented 
and income earned, the substituted trustee 
may be faced with the problem of either 
advancing to the trust estate enough money 
to pay the carrying charges; calling upon 
the beneficiaries to make the necessary ad- 
vanees, or even of abandoning the property. 
These considerations may well cause a pro- 
posed trustee to pause when an appointment 
is offered in an estate where the assets con- 
sist entirely of real estate or real estate 
mortgages. 

Examination and Appraisals 

In the case of a mortgage on an individual 
property the mortgaged premises should be 
appraised with a view of ascertaining the 
present value. In some adjudications of ac- 
counts of retiring trustees, reappraisements 
of the assets by the substituted trustee may 
be directed. Where this is the case a physical 
examination of property, subject to a mort- 
gage, seems to me necessary. If possible, it 
should be obtained without additional ex- 
pense to the trust estate, which is sometimes 
without cash to pay, or to the substituted 
fiduciary. While this examination adds to 
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the work to be performed by the substituted 
fiduciary, its cost in many cases may be 
readily absorbed by reason of the fact that 
the appraisement is made by employees of 
the substituted fiduciary as a part of their 
ordinary duties. The mortgage should be 
appraised at 60 per cent of the present ap- 
praised value of the property. 

In the case of “sundry trusts” or “omni 
bus” mortgages, where a number of partici- 
pations in one mortgage have been issued to 
different estates, the practice should be sub- 
stantially the same as in the case of indi- 
vidual mortgages. Where it can be arranged 
it seems advantageous that the company 
which is appointed or to be appointed substi- 
tuted trustee for the entire mortgage, should 
also be appointed trustee of the individual 
estates which have participations in the 
mortgage. While this can be accomplished 
only in a limited number of cases, where it 
can be done it tends to a prompter, more 
efficient and more economical administration 
of the trust assets. 


Handling Pooled Mortgages 
In the ease of pooled mortgages, the best 
procedure seems to be to provide as prompt- 
ly as possible for the appointment of a 


liquidating trustee for the pool. Arrange- 
ments should be made for allowance of such 
compensation to the liquidating trustee as 
will reimburse it for the expenses which 
will necessarily be incurred in the adminis- 
tration of the pool; the collection of princi- 
pal and interest and distribution thereof to 
the respective estates which hold participa- 
tions in the pooled mortgages. In all cases, 
where mortgages constitute all or part of the 
assets of the trust care must be taken to 
make sure that the taxes upon the mort- 
gaged premises have been paid, and that fire 
insurance policies on the properties are being 
maintained. In addition, the substituted 
trustee will ascertain the date to which pay- 
ment of interest has been made, and proceed 
as promptly as possible under the circum- 
stances to collect subsequent installments of 
interest as they fall due. 

The expenses of the accounting being oc- 
casioned by the retirement of the trustee are 
usually paid out of the principal; these in- 
clude filing, recording and advertising the 
account and counsel fees. The latter item 
should be carefully examined and if it seems 
disproportionate, called to the attention of 
the court. Fees charged in cases of this 
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kind are made as reasonable as the circum- 
Stances of the case will permit. 


Allowance of Compensation 

With regard to the allowance of compen- 
sation on principal to a retiring trustee, 
there are two divergent views: the first 
assimilates the insolvency of ‘the corporate 
trustee and subsequent loss of its charter to 
the death of a natural person. When an 
individual trustee retires or dies prior to the 
termination of the trust, and has adminis- 
tered the trust faithfully and honestly, com- 
pensation may be allowed to the retiring 
trustee or the estate of the deceased trus- 
tee, out of the corpus of the trust, for sery- 
ices rendered up to the time of his retire- 
ment or death. Under this view, a _ cor- 
porate fiduciary obliged ‘to liquidate is not 
thereby deprived of all compensation from 
principal for the faithful and efficient con- 
duct of the trust while under its manage- 
ment. 

The other view is that where a corporate 
trustee is selected, the parties in interest are 
justified in believing that they would have 
the benefit of its expert supervision and the 
security of its capital stock until the ter- 
mination of the trust. Deprived of these. 


it is not equitable or fair to allow a com- 
pensation out of principal and compel the 
fund to pay a second set of commissions to 
a substituted trustee upon the termination of 
the trust. A closed trust company forfeits its 
trusteeship by its insolvency. If an exception 
to the rule denying compensation on prin- 
cipal in forfeited trusteeships is made in 
favor of closed trust companies it will pres- 
ently become the rule. 


Duty to Be Helpful 

Looking at this question solely from the 
standpoint of the proposed substituted trus- 
tee, an examination of the will or deed and 
the account of the retiring trustee should be 
made with the same degree of care with 
which they would be examined if it were 
asked to accept an appointment in place of 
a solvent retiring trustee. Any matters ap- 
pearing in the account which are unusual, 
such as failure to comply with the investment 
directions of the will or deed; disproportion- 
ate counsel fees and claims for compensa- 
tion on principal, should be brought to the 
attention of the court. While the trustee is 
responsible for its own acts and omissions 
and not for the acts or omissions of others, 
failure of the trustee to bring these matters 
to the attention of the court, may result in 
loss to the trust estate for which a substi- 
tuted trustee may become liable. An answer 
to the argument that in the liquidation of 
the property of a closed trust company no 
funds will be realized out of which general 
creditors can be paid is that where the re- 
tiring trustee has been guilty of neglect for 
which it may be surecharged it may be de- 
prived of compensation to which it would 
otherwise be entitled. 

Looking at the question from the stand- 
point of corporate trustees generally, it is 
obvious that there is a duty on them to be 
as helpful as possible in accepting appoint- 
ments as substituted trustee. Difficulty and 
expense of administration should not deter 
them from accepting some trusteeships which 
are admittedly undesirable—which they 
would not accept in normal times. One or 
two of the trust companies in a given local- 
ity should not be expected or required to 
take over all the accounts of a closed trust 
company. Concerted action on the part of 
corporate fiduciaries in particular districts, 
looking toward the adoption of some plan 
whereby the trusts, which for one reason 
or another are unacceptable, may be appor- 
tioned among them upon some equitable basis, 
is necessary. 
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REHABILITATION 


OF CORPORATIONS IN FINANCIAL 


DISTRESS 


CONSTRUCTIVE LESSONS FROM BRITISH AND CANADIAN 
REORGANIZATION PROCEDURE 


FRED R. MacKELCAN, K. C. 
Counsel, Corporate Trust Department of the National Trust Company, Ltd., of Canada 


(Epitror’s Note: The following article, dealing with British and Canadian procedure 
inJthe reorganization of financially “sick corporations” and preventing the wastefulness of 
bankruptcy or foreclosure, is of timely interest in view of the recent message to Congress 
by President Hoover calling for immediate and emergency legislation to revise bankruptcy 
laws enabling corporations, railroads and individuals to repair to the courts for constructive 
adjustment of the relations of debtors and creditors. The following article, reprinted through 
the courtesy of the ‘‘Monetary Times” of Toronto, shows that British methods also being 
introduced in Canada, are far in advance of the United States in avoiding the disastrous 
consequences of foreclosure and receiverships now so prevalent in this country.) 


HERE is probably no respect in which 

modern civilization can put forward 

a sounder claim to real achievement 
than in regard to the fight against disease 
and the care of the sick. For these purposes 
vast amounts of money have been contrib- 
uted by publie authorities, charitable organi- 
zations and individuals; effect, intelligence 
and high technical attainments have been 
dedicated by many thousands of persons: 
plant and equipment represented by countless 
hospitals have been provided, and it may be 
said that practically everything that science 
and common sense can devise for these great 
objects is being done or attempted. 

What has been said applies, of course, to 
human beings, and in this field our own coun- 
try takes a high place. When we turn, how- 
ever, to the case of sick companies the sit- 
uation is very different, and yet, as a vast 
amount of business is carried on by compan- 
ies and as the welfare of a great part of 
our population depends upon the health of 
the business done by companies, it would 
seem reasonable to suppose that humanita- 
rian reasons alone should warrant us in giv- 
ing a greater amount of attention than we 
have given in the past to devising the best 
possible means of restoring to sound condi- 
tion those companies which have got into 
financial difficulties. This is particularly 
true at th2 present time when we are facing 
conditions not unlike those of a great epi- 
demic. 


Short of British Standard 

Fortunately it can be truthfully said that 
the means available in Canada for dealing 
with the financial distresses of companies 
are not as inadequate and antiquated as they 
are in other countries, but we still fall con- 
siderably short of the standard of efficiency 
which has existed in Great Britain for many 
years. ‘The chief reason—probably one may 
say the only reason—why we have not at- 
tained to the British standard is the consti- 
tutional aspect of the matter. If Canada as 
a whole were subject to one government and 
one parliament the British system of dealing 
with companies in distress would probably 
have been in full force and effect here for 
many years. 


This statement is borne out by the fact 
that both the Dominion Parliament and the 
Provincial Legislatures have from time to 
time passed legislation along British lines, 
going about as far as they could acting inde- 
pendently of one another. The fact, how- 
ever, that, under our federal system of goy- 
ernment, legislative authority over the whole 
situation is divided between, the Dominion 
Parliament and the Provincial Legislatures 
making it impossible to bring the British 
practice into full operation unless co-ordi- 
nated legislation is passed by both the Do- 
minion and the provinces. ‘The legal ques- 
tions involved in this aspect of the matter 
are complicated and difficult, but they are 
dealt with in a very clear manner in a series 
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of articles written by Harold Manning of 
Messrs. Long & Daly of Toronto, appearing 
in the Fortnightly Law Journal; see Vol. 
II, No. 8, page 139, No. 9, page 158, No. 10, 
page 176, and No. 11, page 192. These ar- 
ticles will give anyone wishing to follow up 
this constitutional phase of the matter a 
thorough understanding of the position. 


Make British System Completely Effective 

A movement is now on foot to bring about 
the passing of legislation along the lines 
above indicated. As the object of such legis- 
lation would be to make the British system 
completely effective in Canada, a brief state- 
ment of the essential features of that sys- 
tem may be of interest. Its cardinal feature 
is the dominant position which is given to the 
eourt in carrying through reorganization pro- 
posals. 

If a British company should be in distress 
then those interested in it endcavor to pre- 
pare a plan to meet the requirements of the 
situation. Upon such plan being prepared 
it is submitted to the court, and if the court 
thinks fit an order is made providing for the 
convening of the necessary meetings, a de- 
termination first being reached as to the 
such as bondholders, creditors or 
shareholders—that are involved. 


classes 


COMPANIES 


Each class, of course, meets separately. 
The court appoints the chairmen of the meet- 
ings. If the plan is approved at each meet- 
ing by the necessary favorable vote (three- 
fourths in value of the amount of claims or 
shares represented at the meeting) then an 
application is made to the court to confirm 
the scheme. On the hearing of the appli- 
cation any person interested is entitled to 
attend by counsel, and the practice of the 
court encourages people to so attend and 
nearly always orders that their costs shall 
be paid, even though the court may approve 
the scheme notwithstanding their opposition. 


An Impartial Tribute 

A fine and impartial tribute to the British 
system is paid by James N. Rosenberg, an 
outstanding authority on company reorgani- 
zation procedure in the United States, in a 
communication dated May 3, 1952, which he 
addressed to the New York State Chamber 
of Commerce, Merchants Association, 
ciation of the Bar of the City of New York 
and the New York County Lawyer’s <Asso- 
ciation. The following is a quotation from 
his letter: 

“Over 60 years ago, England perceived that 
the safeguarding of her industrial life re- 
quired a simple reorganization statute, by 
which reorganization plans had to be ap- 
proved by an impartial tribunal which could 
be depended upon both to protect minorities 
from oppression by dominating majority 
groups, and at the same time to prevent ob- 
structive tactics by selfish minorities. Hence 
Parliament in 1870 enacted a law declaring 
that when three-fourths in amount of the 
respective classes of creditors, bondholders 
and stockholders approve a plan it binds the 
minority, provided the plan as a whole is 
found fair by a disinterested court. 

“The good sense and economic justice of 
such legislation require no argument. That 
it would accord with the rock bottom prin- 
ciples of our industrial democracy is equally 
clear. Yet, despite the vast comple.rity and 
the far-flung antennae of American business 
and of American corporate structures, we have 
muddled along for decades, sometimes op- 
pressed by tyrannical majorities, often held 
up by selfish minority groups which block 
reorganizations merely to be bought off. 
Partly this has been because no was 
willing to take the trouble to bring about 
sensible legislation; partly because doubts 
have been expressed as to the constitution- 
ality of such a law as an invasion of prop- 
erty rights.” 

In other portions of his letter Mr. Rosen- 
berg refers to the acute need for moratorium 
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and reorganization legislation in respect of 
companies created by the present extent of 
financial and industrial distress, and ex- 
presses the view that, while such legislation 
cannot of itself lift the United States out of 
its business stagnation, the want of such a 
lew has done much to delay improvement 
in conditions. In dealing with the essence 
of such legislation he mentions in particu- 
lar the importance of providing adequate se- 
curity for new moneys necessary to keep the 
business of the company alive pending reor- 
vanization, the need for the cutting out, root 
and branch, of red tape and waste in reorgan- 
ization procedure and the duty that exists of 
treating all of investors with even- 
handed justice. These points which he em- 
phasizes are, of course, outstanding features 
of the British system. 


classes 


Legislation Introduced into Congress 

In the concluding paragraph of his let- 
ter, where he is dealing with the legislation 
introduced into Congress in accordance with 
the report of the Solicitor-General to Presi- 
dent Hoover and the latter’s message to Con- 
gress of February 29, 1952, 

“To await the Congress 
as to the NSolicitor-General’s bill is almost 
to mean long delay. It is to lock the 
stable not after the horse is 
haps after it is dead. What 
we need it now—is a simple amendment, yet 
of broad scope, permitting all embarrassed 
debtors the benefit of pro- 
viding adequate security to that new money 
which is oxygen for a suffocating business, 
requiring equality of treatment to all se- 
curity holders and cutting through the Gor- 
dian knots of present administrative red 
tape. No such legislation will be had unless 
the leaders of American capital and labor 
are first convinced of its paramount urgen- 
CY. 


he says: 
deliberations of 


Sure 
gone but per- 
we need—and 


reorganization, 


In the case of nearly all companies it is 
not the property which they own, but the 
earnings which they can make which is the 
important thing. The kind of assets belong- 
ing to companies consist largely of plant and 
equipment, which only have substantial value 
when used for the purpose of carrying on 
some particular business .and, therefore, it 
is the business itself which is the life blood 
of the investments made in the company by 
security holders and shareholders and of the 
interest in the company of all those who de- 
pend upon its successful operation such as 
creditors, employees, customers and_ sup- 
pliers. 

It is to be hoped that the urgent needs of 
our present situation will bring the British 
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system of company reorganization into full 
operation in this country in the near future. 
There seems every reason to suppose that the 
results obtained under this system would give 
as great satisfaction to us as they have given 
in Great Britain, 
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FUNDAMENTAL PURPOSES OF LIFE 
INSURANCE 

William J. Bradley, publicity manager of 
the Home Life Insurance Company of Amer- 
ica, states: “There are four fundamental 
purposes of life insurance: (@) the payment 
of all debts that mature at death; (b) the 
unencumbered ownership of a home for the 
family, or its cash equivalent; (c) the as- 
surance to the family of some of the comforts 
which the husband was pleased to give; (d) 
an old age fund for the insured. The suc- 
cessful agent must ever keep these four fun- 
damental purposes in mind, for his success 
depends mostly on fitting life insurance ex- 
actly to the needs of his clients and making 
it fulfill its fundamental purposes.” 


Sidney W. Noyes, vice-president of New 
York Trust Company, has become vice-presi- 
dent of Ewart, Bond & Company. 
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REVIEW OF LEADING TAX DECISIONS 
(Continued from page 30) 

The Connecticut higher court held in 
Blodgett vs. Blodgett = and Blodgett vs. Mid- 
dletown Trust Company that a transfer in 
trust, with a reservation of the life income, 
was under the Connecticut law one intended 
to take effect in possession or enjoyment at 
or after death and, therefore, subject to the 
Connecticut inheritance tax. There was an 
issue raised in this case as to whether the 
decisions in respect of ithe Federal estate tax 
in the case of May vs. Heiner,” Morsman vs. 
Commissioner,” and Burnet vs. Northern 
Trust Co. affected also the State laws. This 
case has been affirmed by the United States 
Supreme Court. 

Another case of importance is that of 
Stockholm Enskilda Bank vs. Commissioners 
decided by the United States Board of Tax 
Appeals in which it was decided that interest 
paid on an income tax refund or upon a re- 
fund of Federal taxes was not subject to the 
Federal income tax when paid to a non-resi- 
dent, in this case a corporation. This de- 
cision was followed by one of similar import 
in British American 
missioner’ Tt is 


Tobacco Co. vs. Com- 
understood that the Goy- 
ernment will appeal this case. 

The definition of what constitutes income 
to a non-resident alien whether a corporation 


or individual as set out in Section 119 of the 


law would seem to negative the idea that 
Congress had imposed a tax upon this com- 
modity. The law provides that the income 
of a non-resident from within the 
United States was “interest on bonds, notes 
or interest bearing obligations of residents, 
corporate or otherwise, * * *.”’ Interest paid 
by the United States upon a tax refund is not 
upon bonds, is not upon notes, and is not 
upon other interest bearing obligations. The 
Board held that the United States was not a 
resident, corporate or otherwise, within the 
meaning of the statute, and therefore the tax 
was not imposable. 


sources 


Interest on Refund of Taxes 

On June 30, 1932, the Congress by Section 
319 of the Economy Act reduced the amount 
of interest payable upon judgments against 
the United States or refunds of Internal Rev- 
enue taxes from 6 per centum to 4 per cen- 
tum. It is understood that many cheques had 
already been drawn by the Treasury Depart- 
ment. and were in the hands of the different 
Collectors of Internal Revenue on that date, 
to wit, June 30, 1932, refunding overpayments 

158 All. 245. 
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of taxes together with the interest calcu- 
lated thereon at the rate of 6 per centum per 
annum. The Treasury Department immedi- 
ately recalled all of the cheques and re-cal- 
culated the amount of interest at 4 per cen- 
tum and then subsequently mailed out the 
cheques making the payment of the interest 
upon the overassessments only 4 per centum. 
The question has arisen whether the statute 
was intended to be retroactive. 'The United 
States District Court for Maryland in Safe 
Deposit & Trust Company of Baltimore vs. 
Tait, decided on November 4, 1932,” held 
that this section was not intended to be ap- 
plied retrospectively to any judgment previ- 
ously rendered especially as to interest ac- 
crued prior to the judgment and included 
therein. It is said that the first phrase of 
the statute “After June 30, 1932” must be 
taken to indicate that the lower rate of in- 
terest was to be applied only after the date 
named. The Court commented on the ques- 
tionable constitutionality of a retroactive 
provision of this nature, and indicated that 
such an argument had considerable weight. 

The United States Circuit Court of Appeals 
for the Sixth Circuit has decided to a similar 
effect, Huwe vs. Ohmer Fare Register Com- 
pany.* In this case the Court held that in- 
terest up to June 30, 1952, should be at the 
rate of 6 per centum per annum and interest 
subsequent to that time should be at the rate 
of 4 per centum per annum. 

However, in view of the fact that the 
Treasury Department has construed the 
statute as being retroactive in terms, it is 
understood that the Senate Economy Com- 
mittee is to reeommend the repeal of the “re- 
troactive features” of Section 319 of the 
Economy Act of June 30, 1932. Senator 
Bingham of Connecticut stated * that in the 
opinion of the Committee it was not the in- 
tention of Congress to make the bill apply to 
judgments already rendered. It would seem 
that the Congress may itself correct what 
seemed to be an error in reducing the rate 
or at least in making the reduction of the 
rate of interest retroactive. If it does not do 
so it would be apparent that the Courts, cer- 
tainly in cases where the judgment was ren- 
dered prior to the enactment of the Act, will 
hold that the Act could not have application 
to interest accrued up to the date of its en- 
actment. 

The above reference covers by no means 
all the decisions. It would be impossible, in 
such a brief compass, to point out all of the 
decisions of importance. The above, however, 
are of interest. , 


30C.C. H. Par.9550. %1932 C.C. H. Par. 9570. 
Tax Magazine, January, 1933, p. 26. 
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IMPRESSIVE TRUST TOTALS REPORTED BY CITY BANK FARMERS 
TRUST COMPANY 


For the first time the City Bank Farmers 
Trust Company of New York, which is af- 
filiated with the National City Bank and 
last year completed one hundred and ten 
years of service as the oldest American trust 
company, makes a published report of its 
trust department holdings and trust business 
under administration. The report shows that 
the company administers personal trusts 
and estates having par value of $1,362,000,- 
000. Custodian accounts aggregate in par 
value §$2,295,000.000. Corporate trusts at 
par value of bonds, represent total of $5,312.,- 
000,000. 

At the recent annual meeting of sharehold- 
ers of the National City Bank, the chairman, 
Charles E. Mitchell, who is also chairman of 
the City Bank Farmers Trust Company, com- 
mented on the operations of the latter. After 
explaining that the City Bank Farmers Trust 
Company is wholly engaged in rendering 
trust service and is operated under the con- 
trol of a separate board of directors with 
committees regularly examining each trust, 
he said: 

“These trusts are administered by officials 
of long experience in the management of 
trust affairs, and their decisions are guided 
by conservative policies developed as a re- 
sult of this trust company’s one hundred and 
ten years of trust experience, The trust 
company does not purchase securities for its 
trusts from either the National City Bank 
or the National City Company and it is not 
concerned in any way in the underwriting, 
sale or distribution of securities.” 

Notwithstanding the low tide of new cor- 
porate trusts and lower values of estates and 
personal trusts the City Bank Farmers Trust 
Company was enabled to show operating 
earnings, after current reserves of $1,842,178 


as against $1,444,202 for the previous year. 
The statement of the company shows capital 
of $10,000,000; surplus $10,000,000;  undi- 
vided profits $1,797,535 as against $941,669 
a year ago, and reserves of $143,502. UWndi- 
vided profits, as increased by earnings as 
well as published reserves, were charged 
with amounts which it was deemed wise to 
use to conservatively adjust asset values or 
as available reserves against general ledger 
accounts. James H. Perkins is president of 
the trust company. 


LEGAL TERMINOLOGY FOR 
“HAVE AN ORANGE” 

A lawyer thus illustrates the lan- 
guage of his craft: “If a man were to 
give another an orange, he would sim- 
ply say: ‘Have an orange.” But when 
the transaction is entrusted to a laicyer 
to be put in writing he adopts this 
form: ‘I hereby give and convey to 
you, all and singular, my estate and 
interests, right, title, claim and advan- 
tages of and in said orange, together 
with all its rind, juice, pulp and pips. 
and all rights and advantage therein, 
with full power to bite, cut, suck and 
otherivise eat the same or give the same 
away with or without the rind, skin, 
juice, pulp or pips, anything hereinbe- 
fore or hereinafter or in any other 
means of whatever nature or kind 
whatsoever to the contrary in any aise 
notwithstanding,’ 

“And then another lawyer 
along and takes it away from you.’— 
Boston Globe. 


comes 





RECOVERING SOUND PRINCIPLES OF COMMERCIAL 
BANKING 


PLACING THE RESPONSIBILITY UPON MANAGEMENT RATHER 
THAN LEGISLATIVE RECIPES 


ROBERT M. HANES 
President of the Wachovia Bank and Trust Company of Winston-Salem, North Carolina 


(Eprror’s Norte: Forceful logic and the appealing quality of common sense, such as 
put forward by Mr. Hanes, is the antidote needed in every community in the United States, 
large or small, which will not only impress the people with a more enlightened discrimination 
but also help to build up a sentiment in opposition to further encroachment of incompetent 
and unscrupulous adventurers in the profession of banking. Mr. Hanes affirms that bankers 
welcome helpful legislation, but his emphasis is on the ability and integrity of management, 
reasonable profit from operations and a constant recognition of the depositors’ paramount 


interests.) 


HE commercial banker's duties, func- 

tions, and limits of ability to serve are 

so badly misunderstood today by the 
general public that I believe a frank discus- 
sion of the relationships a commercial banker 
should bear to his customers and his commu- 
nity might prove worth while. 

In all candor I must admit that commercial 
bankers are almost wholly responsible for the 
misunderstanding which exists. Commercial 
bankers stated publicly and advertised wide- 
ly that they desired every one to use their 
banks, and would accept deposits from $1 up, 
furnish checks, deposit slips, ledger sheets, 
and all required stationery, be responsible for 
the acts of their employees in handling the 
deposits honestly and without mistake—all 
without charge to their customers. As com- 
petition for business among bankers became 
keener, they were not satisfied with offering 
this service to the public, but further stated 
that they were prepared to offer every sort 
of financial service under one roof, much of 
which they were totally unprepared, either 
by experience or ability, to handle. 


No Compensation for Service 
Feeling that still they were not offering the 


public enough, they advertised that they 
would do everything from the securing of 
railway, steamship and theater tickets to the 
running of day nurseries, while nothing 
would be asked in return for these services. 
The public, therefore, was led to believe that 
anything and everything it desired would be 
done by the bankers without charge, regard- 


less of the amount of time, labor or expense 
involved. There never was sufficient profit 
in the commercial banking field to allow any 
such program to be carried out successfully. 

Every commercial banker who accepts de- 
posits, whether checking or savings, is, in the 
final analysis, accepting funds in trust, to 
be managed intelligently and honestly. Sta- 
tistics show that for the banks of the United 
States as a whole, less than 10 per cent of 
the depositors are also borrowers. Stating 
this another way, 90 or more per cent of the 
depositors of the country ask nothing of a 
banker but that he accept their funds, man 
age them wisely and honestly, and be pre- 
pared to return them at any moment they 
might desire them. 

Every banker has learned during the past 
two years that the public sometimes desires 
its funds on short notice and in large 
amounts. Because the 10 per cent of borrow- 
ing depositors have been much more insistent 
in their demands, much more critical, and 
much louder in voicing their wishes than 
have the 90 per cent of depositors who are 
non-borrowers, many bankers have made the 
mistake of allowing the 10 per cent to form 
the policies and determine the procedures of 
their banks, with the result that when the 
90 per cent finally started talking and in no 
uncertain terms called for their deposits, the 
10 per cent were found to be totally unpre- 
pared to meet their contracts to pay. When 
the inevitable closing of a bank so managed 
occurred, those who were the loudest and 
most active in insisting upon a free and easy 
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loaning policy by the banker became imme- 
diately loudest in their condemnation of his 
ailure and were among those most insistent 
upon his being incarcerated. 


The Banker’s First Duty 

Any intelligent commercial banker knows 
that his first duty is to the 90 per cent of his 
depositors who ask nothing but that he 
handle wisely their funds and be prepared 
to return them at any time, allowing him to 
make what honest profit he can on these 
funds in the meantime. His second duty is 
to his borrowing depositors. He will do for 
them everything he can consistent with sound 
banking practices, but further than this he 
will not go, regardless of insistence, abuse 
or threats. 

The failure of 10,000 banks in the past ten 
years and of 4,665 since January 1, 1930, is 
proof positive that bankers who vie with 
each other in giving away their services, or 
who adopt easy and unsound investing poli- 
cies for their depositors’ funds, are doomed 
to destroy their banks and seriously impair, 
if not totally wreck, their communities. 

The depositing public should understand, 
after the many costly lessons it has had, that 
a sound, conservative banker is the greatest 
asset any community can have. On the con- 
trary, the banker, who, by free and easy loan- 


ing of funds, strives to make himself popu- 
lar and his bank grow is sure to reap calam- 
ity instead of success for himself and his 
community. 


Fundamentals of Sound Banking 

Now, just what are the sound functions 
of a commercial bank? I believe there are 
two fundamental principles which must gov- 
ern every commercial bank, and when these 
are not adhered to, trouble and distress, and 
often calamity, are bound to ensue: 

1. Any commercial bank to be sound must 
be liquid. 

2. Any commercial bank to be sound must 
be profitable. 

Tet us analyze these two principles in 
order. 

Any bank to be sound, of course, must be 
conservative in its investments, must be alert 
as to changing trends, and must know thor- 
oughly its loans. No banker should invest 
all his depositors’ funds in local loans. He 
should keep from 25 to 50 per cent, depend- 
ing upon conditions, of his deposits in cash, 
United States Government, state and high- 
class municipal bonds, commercial paper and 
bankers’ acceptances. 

When adversity and depression come, even 
the best individuals, firms and corporations 
get where they cannot liquidate their indebt- 
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ednesses, and those of less ability are abso- 
lutely paralyzed. Under such conditions, if 
the banker has loaned all of his depesitors’ 
funds locally, he has placed his institution in 
a most unenviable position, because when his 
deposits start slumping he is forced to call 
loans, which simply augments the already 
acute and distressing local situation. 

On the other hand, if a good percentage 
of the depositors’ funds are invested in high- 
class liquid securities in no way connected 
with the bank’s locality, these can be readily 
converted to take care of withdrawals, mak- 
ing it not only unnecessary to call local 
loans, but additional funds can be made 
available to assist the most worth-while cus- 
tomers of the bank to go through the depres- 
sion. In addition to this, the banker is at all 
times in a position to protect his bank from 
unreasonable and panic-stricken depositors. 
Certainly the community is far better served 
by such a policy than by one of buoyant op- 
timism in the free lending of funds locally 
during good times, only to have the commu- 
nity crushed by the bank’s closing in de- 
pressed times. 


Loan Policies 
The depositors’ funds which are invested 
in local loans must be handled with the great- 
est care. In order to protect his depositors’ 
funds, the banker must require collateral in 
the form of readily marketable securities, or 
a financial statement in sufficient detail to 
prove to him beyond peradventure that the 

borrower can repay the loan. 


In addition to the care that he must exer- 
cise in loaning his depositors’ funds, he must 
also have a definite understanding as to the 
repayment of these funds, and in no case 
should he make a loan running longer than a 
twelve-month period. The slow and long- 
running loan of today, in a majority of cases, 
becomes the loss of tomorrow. The banker, 
of course, is protecting his depositors when 
he demands that loans be repaid within a 
reasonable length of time, and he is also pro- 
tecting his borrowers in not letting them 
over-commit themselves in their enthusiasm 
and optimism. 


A large proportion of the people of the 
United States are incapable of borrowing 
money, using it profitably and returning it at 
a fixed time. A banker does a distinct dis- 
service to any individual by over-lending him 
or by lending him money to use unwisely. 
By so doing the banker helps that individual 
to contract a debt that will prove a loss and 
may take years to repay. 

It becomes the duty of the banker, there- 
fore, to ascertain to what use the borrower 
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expects to put the loan, and if the plan is 
not entirely sound, the banker must decline 
the use of his depositors’ funds. The great- 
est trouble with the whole world today is 
over-commitment of debt. 

There are three rules in the loaning of 
funds that every successful commercial bank- 
er must follow: 

1. Every loan must be absolutely good 
when made. 

2. No loan must run longer than twelve 
months, and at the time the loan is originally 
made a definite schedule of regular curtail- 
ments must be agreed upon and consistently 
followed until the loan is repaid in full. 

38. The banker must ascertain that the 
borrower has dependable sources of income 
from which these repayments can be made. 


The Banker and His Community 

Immediately some may say that a bank 
operated on this basis is of no good to any 
community and should be run out of it. But 
I am saying that if a banker persists in op- 
erating a bank on any other basis than the 
above outlined, he will eventually run him- 
self out of the community and do untold dam- 
age in so doing. The reason these policies 
seem harsh and restricted to the public is 


that, by unwise and unwarranted practices, 
the public has been led to expect a commer- 
cial banker to take chances and to make 
loans wholly inconsistent with the principles 
of safe banking. 

I have said that the second fundamental 
principle in operating a bank is that it must 
be profitable. This means, of course, that a 
banker must, as has become absolutely neces- 
sary with all other businesses, cut his ex- 
penses to the irreducible minimum. He must, 
by constant study, systematize his bank until 
it operates most efficiently, and he must rea- 
sonably charge for every service he performs. 
This is no day of miracles and no banker 
can long give away his services without find- 
ing that he has also given away his depos- 
itors’ funds. 

A bank that is unprofitable is a menace to 
any community. In times such as these that 
we are passing through, every bank sustains 
heavy losses and depreciation in investments. 
Unless these losses can be absorbed by earn- 
ings which are considerably in excess of op- 
erating expenses, the capital of the bank is 
soon affected. This means, of course, less 
protection to the depositors, and, if persisted 
in, a final loss of depositors’ funds. A bank, 
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therefore, to be sound and virile must be 
profitable. 


Bankers Welcome Helpful Legislation 

There have been and will yet be many leg- 
islative panaceas' offered for banking 
troubles. Eight states have, at one time or 
another, passed guaranty bills and set up 
machinery to guarantee all bank deposits 
within these states. Every one of them has 
abandoned the plan after tremendous losses 
to the state treasury, and there is no ques- 
tion that a like fate is certainly awaiting any 
such action by the national Government. 

Every good banker welcomes any helpful 
legislation that can be passed, either by his 
state or national Government. Good bankers 
have suffered as much or more than has the 
public from bad banking practices, and they 
will certainly welcome any worth-while legis- 
lation that will remedy this situation. There 
is no such thing, however, as legislating 
sound and honest banking. This is dependent 
entirely upon the ability and integrity of the 
management, and given bad or dishonest 
management, there is no guaranty fund large 
enough to save the depositors. 

There are, however, three safeguards that 
ean and should be thrown around depositors’ 
funds, and if these are properly enforced, 
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losses by depositors will be at a minimum: 

1. Before any charter is granted, the 
Banking Commissioner should ascertain that 
a bank, or an additional bank, is necessary 
in the community; not that a group of well- 
meaning but wholly uninformed people in the 
community desire a bank, but that there is 
ample banking business available to support 
the bank comfortably if it is established. 

2. After the need for the bank has been 
definitely established, honest, intelligent and 
experienced management should be had be- 
fore the bank is allowed to open. It matters 
not how good the directorate is, or how ear- 
nest and sincere it is in its desire to run a 
sound bank, unless the active officers are 
experienced and dependable, the bank is sure 
to come to distress. 

3. Before allowing any person to become 
an officer in a bank, he or she should be re- 
quired to stand a comprehensive examination 
before a well-qualified Board of Examiners 
in order to insure a satisfactory experience 
and a proper working knowledge of sound 
and conservative banking principles. 


Put Banking on Professional Basis 

We do not permit a physician to practice 
on our children, nor do we permit a lawyer 
to practice in our courts—and we do not even 
allow a veterinarian to practice on our dogs 
—unless each of these has been before a duly 
appointed board and has proved himself qual- 
ified to perform these duties. Why, then, 
should we permit an ex-sheriff, an ex-register 
of deeds, an ex-clerk of court, an ex-doctor, 
an ex-merchant, or an ex-farmer to become 
an officer in a bank without any requirement 
of previous experience or any test of his fit- 
ness for the job? Regardless of the thorough 
knowledge of his own business or profession 
he may possess, and regardless of the high 
standing in the community he may enjoy, 
how can he be expected to manage intelli- 
gently and soundly the highly specialized 
business of commercial banking, a business 
which involves the safety of the credit re- 
serves of the community and the life savings 
of its citizens? 

Sound loan policies, a reasonable profit 
from operations, and above all, a constant 
recognition of the depositors’ paramount in- 
terests—these are the fundamental principles 
upon which safe, constructive commercial 
banking always has been and always will be 
built. Strict adherence to these principles 
by bank executives who have been thorough- 
ly tested as to ability and integrity, and are 
regulated by fearless and intelligent govern- 
mental supervision, will provide the greatest 
measure of protection for our depositors. 





ARRESTING THE FORCES OF DEFLATION AND 
DESTRUCTION OF VALUES 


MAJOR DEVELOPMENTS IN THE FIELD OF INVESTMENT BANKING 
FRANK M. GORDON 


President of the Investment Bankers Association of America and Vice-president of the First National 
Bank and First Union Trust and Savings Bank of Chicago 


(Epitor’s Note: According to Mr. Gordon a calm survey of the developments of the 
past year in economic, industrial and financial fields, discloses that the favorable elements 
distinctly outweigh the unfavorable. He regards the problem of 1933 as one of consolidation 
and reinforcement with a steady pressure toward a definite turn toward an end of depression. 


Mr. Gordon does not attempt to slight or minimize the problems of adjustment. 


However, 


he is confident that American genius for persistent work and courage will render inevitable 
the hoped for basis of business recovery and return to normal values.) 


T the close of any year it is scarcely 
feasible, certainly not easy, to meas- 
ure fully the possible effects of the 

year’s economic developments on the present 
and the future progress of business, In peri- 
ods of extremes, either of rushing or dormant 
business activity, exaggerated hopes or fears 
intensify the problem because they tend to 
distort facts and thereby make us more hope- 
ful or more fearful than the facts actually 
justify. A summary of economic develop- 
ments during 1982 should be helpful and en- 
couraging, if it is done without exaggerated 
optimism or pessimism and solely for the pur- 
pose of making a calm and deliberate ap- 
praisal of existing conditions. It is for that 
reason that I have accepted the task of set- 
ting down these remarks. 

Looking back over the favorable and the 
unfavorable developments during 1932 it 
seems to me that the favorable have sub- 
stantially outweighed the unfavorable. We 
should perhaps mention, among other factors, 
the decisive strength of the banking position 
which has been attained during the year. 


Reconstruction and Readjustments 


The Reconstruction Finance Corporation is 
searcely a year old. In that short time the 
R. F. C. has been of inestimable value to the 
nation in halting deflation and in preventing 
needless loss and destruction in essential, 
productive enterprises of the country. It is 
yet too early to appraise the complete ef- 
fectiveness of this new governmental entity, 
but there should be a better public apprecia- 
tion of its purpose and potentialities than 
generally prevails. Depressions have been 


characteristically short-lived in this country 
and after a comparatively destructive period, 
in which values and production of business 
enterprises have been cut down or destroyed, 
values and production have generally not 
only recovered but have increased. The 
R. F, C. is a temporary instrumentality 
whose purpose is to help bridge by economic 
means and methods, that temporary, destruc- 


FRANK M. GORDON 
President, Investment Bankers Association of America 
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tive period until business can come back, and 
values improve, as they always have done in 
the past. 

Before citing other important constructive 
developments of the year, I should like first 
to refer to the most discouraging factor in 
1932. I do not wish to seem to emphasize 
favorable or unfavorable developments, for, 
in working out of this depression, it is vitally 
essential that we face all the facts squarely 
and courageously. Unemployment has re- 
mained, to my mind, the most discouraging 
situation of 19382. There was some tempo- 
rary improvement in August, September and 
October. There are indications of some in- 
crease in January and I hope strongly that 
there will be in the new year opportunity for 
increased business activity with increasing 
employment. 

Industry has made significant progress in 
reducing prices of manufactured goods. 
through improved processes and distribution 
and lower operating costs. This is a favor- 
able development whose importance should 
not be overlooked because there are more 
jobs to be had at $2 or $5 than at $4 or $10 
and if price levels can be adjusted to give 
the lower wage scale a comparative purchas- 
ing power with that of the previous higher 
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scale the benefits will be enormous. The 
value of an income is measured by the goods 
and services it will buy; not by the mere 
figure of a number of dollars. So far as I 
have been able to observe there has been a 
distinct absence of exploitation in this situ- 
ation. Working forces and wages have been 
reduced, and rightly so, only as a last resort. 

There is a fundamental realization that 
the processes of prosperity are based on em- 
ployment and a progressively higher stand- 
ard of living for the greatest possible num- 
ber. These facts, I believe, explain the re- 
markable freedom from labor troubles during 
this era, I have referred to unemployment 
because it seems a necessary part of this 
brief review and because it is a complex, fun- 
damental problem that every person should 
weigh carefully, with calm deliberation and 
without bias, exaggeration or undue self- 
interest. and do his earnest bit to help solve. 


Major Developments in Investment Banking 

In the field of investment banking the read- 
ily-apparent facts show a sharp decrease in 
the volume of new and refunding capital is- 
sues for the year. There has been little de- 
mand by corporations for long-term credit. 
The total of state and municipal bond issues 
is also well under last year. New financing 
by the Government has been confined to 
short-term issues at very low interest rates. 
In the movement of bond prices during the 
year unusual and abnormal influences enter 
into the price factor and make it difficult to 
describe clearly in this short space. A num- 
ber of bonds have continued to sell below the 
level of their intrinsic values. Beginning 
with a mid-December low in 1931, bond prices 
moved upward into March, 1932. The aver- 
ages then declined until the last of May, 
when an upward movement began, continu- 
ing into August and followed by a reverse 
trend during the active months of the presi- 
dential campaign and subsequently. It should 
be understood that this refers to averages 
and the general bond market because some 
issues have held steady or advanced con- 
sistently. 


Whether the traditional movement upward 
from the rather usual December lows will 
repeat itself and whether a much-improved 
investment market is in the making, these are 
questions that have recently received encour- 
aging answers. The very low interest rates 
for short-term loans and Government securi- 
ties, the large volume of funds available for 
investment and other factors are a logical ba- 
sis for a broader investment market. As to 
when this development will manifest itself 
forcefully, the question is important because 
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increased activity in sound investment goes 
hand in hand with increased production and 
increased employment. 

Within the investment banking business it- 
self there have been a number of encouraging 
developments during 1932, I should like to 
refer specifically to one incident, or event, 
because it is typical of the continuous work 
that the Investment Bankers Association of 
America carries on in the interest of business 
recovery and because its wholesome facts 
should dissipate possible erroneous notions in 
regard to the important factor of public fi- 
nance in our states and municipalities. 


Publi, and Municipal Financing 

In the forty-eight states of the Union there 
are 3,080 counties and 22 independent cities 
with the status of counties. In these counties 
there are many thousands of cities, towns, 
villages, townships, school and road districts 
and other taxing subdivisions with the power 
to contract debt and issue bonds for public 
improvements, such as schools, water works, 
roads, hospitals, ete. As a whole the full 
faith, general obligations of these many thou- 
sands of taxing subdivisions are among the 
highest types of dependable investment secu- 
rities. Over an extended period defaults have 
been exceptional. When circumstances of 
the depression involved various communities 
in financial difficulties, it attracted attention 
and led to apprehension. 

Early in December members of the Invest- 
ment Bankers Association from many cities 
held a sectional meeting for a thorough anal- 
ysis of conditions in fourteen middle west 
and western states. From the deliberations 
of that meeting comes the information that 
many communities have less debt than five 
years ago, that many more have no difficul- 
ties that will interfere with meeting their 
obligations and that there is a general in- 
crease in economy in public administration 
and widespread and growing, active interest 
in municipal affairs by taxpayers generally. 
The public generally has become more tax- 
conscious in the last twenty-five years. 

I have noticed that annual business re- 
views have repeatedly referred to such eco- 
nomic factors as car loadings, production fig- 
ures of various kinds, retail sales, bank clear- 
ings, ete., as indicators of business trends. 
Perhaps under certain conditions such indices 
are of much value, but, after all, they are 
chiefly results or effects, not causes. I have 
endeavored to refer briefly to a few salient 
conditions or efforts that underlie these 
movements, because the job of working out 
of a depression seems largely a work of con- 
solidating and reinforcing, for a steady pres- 
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sure that will definitely turn the trend. 

It is true that impetus for “the turn” has 
often been given by unforeseen forces, by 
wars, crop failures in other countries and 
economic accidents, but in every case persis- 
tent work and courage have been the basic 
and continual essential in business recovery. 
The year just passed has witnessed a great 
deal of this kind of work. I do not know 
how far its effects may reach or when a 
marked change may develop, for the results 
of economic forces are not always apparent, 
and, as has been frequently remarked, “the 
turn” sometimes comes months before it is 
realized. But I do think we are going into 
the new year with full determination that 
we can and will master the job of beating 
the depression. 
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The American Security & Trust Company 
of Washington, D. C., which completes forty- 
three years of service, reports resources of 
$39,539,351 with cash on hand and due from 
banks $6,888,975; U. S. Government bonds 
$9,220,654; state and municipal and other 
bonds and securities $29,086,000; loans and 
discounts $13,920,000. Deposits total $31,- 
780,000. Capital is $3,400,000; surplus $3,400,- 
000; undivided profits $406,255 and reserve 
for contingencies $161,966. 
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BIRMINGHAM TRUST AND SAVINGS 
COMPANY 
At the annual meeting of the Birmingham 
Trust & Savings Company of Alabama, the 
officers and directors were reelected. The 
only change was the election of J. B. Has- 
lam, for several years manager of the credit 
position, as assistant cashier. He gradu- 
ated from Virginia Military Institute with 
distinction in 1925 and immediately after 
came to the Birmingham Trust. In 1927 he 
Was appointed a state bank examiner and 
after two years in that post returned to the 
3irmingham Trust, as head of the credit 
department. He has been active in American 
Institute of Banking work. 


MERGER IN MINNEAPOLIS 

The First National Bank of Minneapolis 
and its affiliate, the First Minneapolis Trust 
Company, will be consolidated, effective Feb- 
ruary ist, according to announcement by 
President Lyman E. Wakefield of the bank 
and President Robert W. Webb of the trust 
company. All officers and employees will be 
retained in the consolidated First National. 
Mr. Webb will be chairman of the trust de- 
partment of the First National Bank & Trust 
Company. B. V. Moore and W. F. McLane, 
vice-president, and A. B. Whitney and W. J. 


Stevenson, vice-president and trust officers, 
will have the same offices in the merged 
organization. Mr. Wakefield also announced 
the election of Harrison H. Whiting, presi- 
dent of the Pillsbury Flour Mills Company, 
as a director of the First National Bank, 
to fill the vacaney caused by the death of 
Albert C. Loring. 

The First Minneapolis Trust Company will 
end a _ successful corporate existence of 
forty-four vears. 


GERMANTOWN TRUST COMPANY 

Individual trust funds of $46,800,489 are 
reported by the Germantown Trust Company 
of Philadelphia of which Clarence C, Brinton 
is president. sanking resources are §$20,- 
731,336 with deposits of $14,266,788. Capital 
is $1,400,000; surplus $2,600,000; undivided 
profits $511,253 and reserve $1,000,000. 


The Guaranty Trust Company of New York 
is named as one of the trustees in the will 
of the late Mrs. Nannie F. Steele, wife of 
Charles Steele, partner in the firm of J. P. 
Morgan & Company, who died on December 
18th, last. Besides the trust estate there are 
personal and charitable bequests amounting 
to $340,000. 
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“SWEET ARE THE USES OF 
PROSPERITY” 

Shakespear’s familiar quotation from “As 
You Like It” and that of Bacon, his philo- 
sophie contemporary, which says, “The Vir- 
tue of Prosperity is Temperance; the Virtue 
of Adversity is Fortitude; Which in Morals 
is the More Heroic Virtue ;” these furnish the 
keynote for the 1933 message conveyed by 
William P. Gest, chairman of the Fidelity- 
Philadelphia Trust Company, and from which 
he extracts the following comment: 

“Adversity is the test of friendship, the 
challenge of courage, the 
professions, the opportunity of sympathy, a 
stimulus to reform, a school of patience, a 
teacher of faith, hope and charity. We have 
learned again that there is nothing stable in 
human affairs, and those who have avoided 
undue elation in prosperity should be free of 
undue depression in adversity. 

“Let us, therefore, in the coming year, seek 
to build anew the palace of our social struc- 
ture, though on lower levels in physical value, 
yet to greater heights in ethical attainment.” 

The County Trust Company 
reports resources of $26,218,000 and deposits 
of $20,293,000. 
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TOO MUCH DEPENDENCE ON 
GOVERNMENT 

Kk. W. Edwards, president of the Fifth 
Third Union Trust Company of Cincinnati, 
Ohio, gives some timely advice in his new 
year message. He said: 

“Before we can expect any sustaining up- 
ward trend we must acquire a definite restor- 
ation of purchasing power. The people of 
America have just as many unsatisfied wants 
today as they ever had, but their purchasing 
power is at a low ebb. Will the vast credit 
facilities provided by the agencies organized 
by the Federal Government help in acquiring 
this much needed purchasing power, not 
only on the part of the people in this coun- 
try but among those in foreign countries who 
were formerly our customers? 

“It is apparent we are too prone to depend 
on the Government to initiate that which 
we ourselves should originate. The strongest 
effort of government cannot relieve individu- 
als of the need for initiative in solving their 
own problems as a necessary step in restoring 
the balance in economic power. The prob- 
lems of business recovery are so fundamental 
and so complex that: it is going to take a lot 
of hard work to bring about their solution.” 
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A. C. ROBINSON ELECTED CHAIRMAN OF 
PEOPLES-PITTSBURGH TRUST COMPANY 
At the recent annual meeting of the Peo- 
ples-Pittsburgh Trust Company, A. C. Robin- 
son relinquished the presidency to become 
chairman of the board, succeeding J. H. Hill- 
man, Jr., who retired to devote himself to 
industrial reorganization and_ refinancing. 
L. H. Gethoefer, executive vice-president, 
was elected president and J. O. Miller, vice- 
president, becomes senior vice-president. 

Mr. Robinson has been active in Pittsburgh 
banking for fifty years and is an outstanding 
figure in American banking. Upon gradua- 
tion from the University of Pittsburgh he en- 


A. C, ROBINSON 


Who has relinquished) the Presidency of the Peoples- 
Pittsburgh Trust Comgany to become Chairman of 
the Board 


tered the firm of Robinson Brothers. When 
that firm was dissolved in 1910 he became 
first vice-president of the Commonwealth 
Trust Company. In 1916 he was elected 
president of the Safe Deposit & Trust Com- 
pany of Pittsburgh, the predecessor of the 
Peoples-Pittsburgh Trust Company. 

L. H. Gethoefer came to Pittsburgh four- 
teen years ago to become president of the 
Pittsburgh Trust Company, which was 
merged to form the Peoples-Pittsburgh Trust 
Company in 1929. He had previously been 
president of the Bankers’ Trust Company of 
Buffalo. 

SYNTHETIC TEARS AND LAMENTATIONS 

The curtain swings wide apart, and Caru- 
thers Scott, noted crooner, lets go the open- 
ing moan of his current hit, “The End of the 
Trail.’ The singer waxes more and more 
pathetic as he describes the imaginary old 
vaudevillian’s descent into dire poverty, and 
as the accompanying piano crashes into the 
finale on a blue note, Scott concludes his 
tale of woe with an account of ‘Footlights 
gone, and only the dust of memory—to help 
him in his poverty.” In fact, Seott always 
manages to work himself into such a state 
over the impecunious end of the hypothetical 
aged ex-entertainer, that one wonders if he 
is not contemplating his own distant future 
when no more “solid bookings, fifty weeks” 
are his lot. 

But don’t be deceived. The tears, like the 
moaning, are distinctly synthetic. Twenty 
per cent of the singer’s earnings find their 
way into a living trust, the income from 
which will insure him comfort when the 
billboards no longer carry his name. Mr. 
Scott is confining his moaning to the stage.— 
(From “Property,” published by Fidelity 
Trust Company of Pittsburgh.) 


William M. Chester has been elected a di- 
rector of the First Wisconsin Mortgage Co. 
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HE American public has bought five 

billion dollars of investment trust se- 

curities. So important an investment 
medium, one which is still in its infancy, de- 
serves close examination. During the depres- 
sion, weaknesses in this form of investment 
have come ‘to light, but these, it is apparent, 
have been due to abuse of power and to poor 
management, rather than to any inherent 
weakness in structure. The recent record of 
investment trusts has been satisfactory. 

The year 1932 marks the third consecutive 
year in which the leading management trusts 
have made a better showing than the stock 
market as a whole. Six representative trusts, 
whose annual figures are now available, re- 
port reductions in asset values during the 
year ranging from 6 per cent to 11 per cent, 
as against a decline in the stock averages of 
15 per cent, and of the bond averages of 6 
per cent. 

Fixed trusts, representing in effect a cross- 
section of the stock market, followed the 
averages closely, but exhibited real possibili- 
ties of appreciation during the late summer 
when the market value doubled in some cases 
in a period of two months. 

Out of the 650 investment trusts formed 
in recent years, only 32, or 5 per cent, have 
failed. This is a smaller percentage of fail- 
ures than in the case of banks, in spite of 
the fact that the investment trust movement 
was initiated during an era of speculation, 
followed by a great collapse of security 
values. 

The most interesting development in the 
investment trust field in ‘the year 1932 has 
been the change in the relative status of the 
management ‘trust and of the fixed trust. 
The fixed trusts brought out during the year 
have been of the semi-fixed type involving 
an increasing element of management. On 
the other hand, the new management trusts 
have embodied measures limiting manage- 
ment, such as the publication of approved 


lists governing security purchases. In fact, 
one of the latest management trusts, in addi- 
tion to issuing such a list of approved stocks, 
also announced definite investment policies 
established by resolution of its board of di- 
rectors. In the field of distribution, there 
has developed a disposition for the same 
security dealer to undertake the sale of both 
types of trust. 

This tendency to greater similarity be- 
tween the two rival types of investment 
trusts is the more interesting in view of the 
antagonism which formerly prevailed. In 
order to grasp ‘tthe significance of this ten- 
deney, it is necessary to review the funda- 
mental differences between these two types 
of investments. 

The discussion of these two types of trusts 
is complicated by an unfortunate terminology. 
Management trusts are usually not “trusts,” 
but incorporated enterprises, the capital stock 
of which is bought by the investors. On the 
other hand, the fixed trust, while a true 
trust in which the investor acquires a trus- 
tee’s certificate, is usually not “fixed,” since 
there is provided managerial discretion with 
respect to the elimination of any security. 


The Management Trust 
The management trust is probably the most 
flexible investment medium in the world. It 
is free to make any substitution which seems 
desirable, and even the entire nature of its 
portfolio can be completely transformed at 


any time. If the stock market fluctuates one 
year within narrow limits, a trading policy 
may be adopted, and if a major upswing oc- 
curs the next year, the policy may be con- 
verted into one of long term investment. The 
management trust is thus in a position to 
take advantage of every opportunity for 
profit, but this very freedom opens up, of 
course, the possibility of correspondingly 
heavy losses in case of poor management. 

In practice, management trusts seldom 
take advantage of the great latitude to which 
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they are legally entitled. Each trust tends 
to adopt a stable investment policy. 

In view of the degree of freedom enjoyed 
by management trust executives, an invest- 
ment in a management trust is really an 
investment in the brains of the manage- 
ment, rather than in the particular securi- 
ties shown in the latest published portfolio. 
While radical changes may occur in the se- 
curity holdings, the management remains. 
The investor in buying a management trust 
security must be sure that he has appraised 
the character of the management correctly. 

American management trusts suffered se- 
verely after the cataclysm of 1929, but Brit- 
ish ‘trusts went through a similar period of 
stress and of disillusionment forty years ago, 
and since then have grown and have had a 
highly successful record, even throughout the 
crisis of the Great War. During the present 
depression regular dividends have been main- 
tained by British trusts. American manage- 
ment trusts, building up from the present. 
should have ahead of them a future equal 
to that of the British. They present to com- 
petent management the opportunity to make 
unlimited profits for the investor. 


COMPANIES 


The Fixed Trust 

The fixed trust stresses the portfolio rather 
than the management of the trust. The in- 
vestor knows in advance exactly which se- 
curities are to be bought, and management 
extends only to the elimination of any par- 
ticular security in case of unfavorable de- 
velopments. The proceeds from the sale of 
eliminated securities must be returned to the 
investor, and cannot be reinvested in sub- 
stituted securities. 

The investment policy of the fixed trust is 
clear, definite, and not subject to change, for 
the portfolio remains intact during the life 
of the trust, subject only to eliminations in 
particular instances. The fixed trust investor 
foregoes the advantages of financial manage- 
ment whereby his securities can all be sold 
when prices are high and bought back again 
when they are low. The opportunities for 
gain in the case of the fixed trust rest rather 
on industrial management. 

In the long run the value of common stocks 
depends upon earnings and dividends. If the 
management of a company whose stock is 
held in the fixed trust is able to widen its 
market, develop new products, and lower its 
dividends will increase as the years 
go on, and the investor is sure to profit over 
a period of time. 


costs, 


The fixed trust usually gives the investor 
great diversification. The 34 stock issues ap- 
pearing in the portfolio of one fixed trust 
account for more than 50 per cent of the 
market value of all common stocks listed on 
the New York Stock Exchange. So broad a 
list of stocks furnishes the investor with an 
interest in a cross-section of American busi- 
ness as a whole. If business prospers, such 
a fixed trust is sure to prosper accordingly. 
On the other hand, the fixed trust investor 
relinquishes the possibility of the maximum 
profits obtainable from restricting purchases 
to those particular stocks which appreciate 
far more than stocks in general. The fixed 
trust investor is content with the certainty 
that, with a well-diversified list of stocks, he 
will share fully in recovery. 


The Mechanism and Investment Program 

The two types of trust have in common 
certain fundamental attributes of real value 
which deserve review. For instance, both 
types offer in the field of investment the 
same advantages that mass production of- 
fers in industry. 

The investment trust presents a mechan- 
ism which provides for the pooling of the 
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interests of many individuals in order that 
their common problems may be solved co- 
operatively and collectively by a specialized 
organization paid by the investors. 

The next most important advantage of the 
investment trust is that it leads the investor 
to think of his investment fund as a whole 
instead of in terms of individual securities. 
The chief curse of American investment has 
been the undue emphasis placed on the in- 
dividual security. Hence, the disconnected 
series of purchases made by the average in- 
vestor often results in a conglomeration of 
holdings reflecting mere confusion of mind 
and even contradictory investment objectives. 
The investor, accustomed to make each sepa- 
rate security purchase because of its indi- 
vidual profit possibilities, seldom looks at the 
picture as a whole. The investment trust 
effectively counteracts this weakness. 

The owner of an investment trust security 
tends to interest in the price fluctua- 
tions of individual and to coneern 
himself merely with the change in the value 
of his investment trust security. As in the 
case of the savings bank and the insurance 
company, the investment trust spreads each 
dollar received from the investor over a 
wide list of securities. 


lose 


issues 


Responsibility of a Continuing and Final 
Nature 

Another valuable feature of the invest- 
ment trust is that its responsibility is of a 
continuing nature. Usually in the invest- 
ment business the sale of a bond closes the 
transaction. If in subsequent years the bond 
develops weakness, there is some confusion 
as to just where the blame lies. The security 
dealer is held strictly accountable only in 
case it develops that a bond was weak at the 
time it was sold. 

With investment trusts 


there can be no 


W. GRAHAM BOYCE, Vice-president 





alibi, for the responsibility of safeguard- 
ing the investor’s interest is permanent. The 
same management which buys a security held 
by the investment trust is responsible for 
its subsequent supervision, and for its elim- 
ination if that later becomes desirable. 


Adaptability to the Small Investor 

The growth of savings banks, building and 
loan associations, and to some extent of life 
insurance companies, is largely due to the 
fact that no other investment vehicle is 
available to the small investor. Bonds are 
usually sold in thousand dollar denomina- 
tions—units far too large for the average 
wage earner, and an investment fund in 
stocks must run to several thousand dollars 
to provide the essential degree of diversifica- 
tion. The field of security distribution has 
thus been restricted. American enterprises 
achieve the greatest success only when they 
are well adapted to the masses. The profits 
from manufacturing Rolls Royces and Corona 
cigars are infinitesimal in comparison with 
those from producing Chevrolets and _ five- 
cent cigars. 

Whereas the investment business has in 
the past been adapted to the man of wealth, 
its real growth may depend on its ability to 
serve the clerk, the taxi driver, and the 
mechanic. The mechanism of the investment 
trust is ideally adapted to the millions whose 
savings are small. It gives the smallest in- 
vestor the same diversification as is enjoyed 
by the man with hundreds of thousands of 
dollars. 


Effective Stockholders’ Representation 


The investment trust also seems destined 
ultimately to solve one of the most baffling 
problems of American business—the lack of 
effective stockholder control. In the case of 
large corporations, the greatest single own- 
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ership of stock sometimes represents less 
than one per cent of the capitalization. The 
holders of less than twenty-five shares ac- 
count for about four-fifths of the total num- 
ber of holdings in the case of the American 
Telephone and Telegraph Company. 

Such widely dispersed stockholdings pres- 
ent a new problem. Modern business is be- 
coming more and more complex and tech- 
nical, and the average stockholder is not 
competent either to pass judgment on ‘he 
quality of management or to vote at stock- 
holders’ meetings. Theoretically, the st ck- 
holder is the owner of the business and his 
vote decides the course of events. In prac- 
tice, he merely fills in whatever proxies are 
sent to him by the management and does not 
even attend the stockholders’ meetings. 

In consequence, corporations lose the stim- 
ulation of intelligent criticism on the one 
hand and of intelligent praise on the other. 
Control tends to fall in the hands of cliques 
representing a minority. Investment trusts 
offer the remedy, for, whereas the individual 
owner of a few shares of stock cannot vote 
intelligently, several thousand investors can 
do so collectively through the medium of the 
investment trust. 


The investment trust employs skilled tech- 
nicians, thoroughly informed about the af- 
fairs of the companies whose stock is held 
in the trust. These men know how to ask 
pertinent and searching questions of cor- 
poration officials, and they represent hold- 
ings so large that they can require answers. 
There are already instances where the larg- 
est single stockholding of great corporations 
is owned by an investment trust. The trusts 
operated by one investment organization hold 
over 1,500,000 shares of common stock. 

Self-interest demands that investment 
trust omecers should seek to maintain maxi- 
mum efficiency in corporate management. 
They are held responsible for the success of 
stock investments made by the trust and the 
outcome of every long term stock investment 
depends primarily on the quality of manage- 
ment. 

It is easily possible that the stockholders’ 
meetings of a few years hence, instead of 
being empty formalities, will represent open 
forums at which the stockholders’ rights will 
be actively discussed by a group of repre- 
sentatives from various investment trusts. 
each highly competent to speak, and who, 
together, will have a majority of the voting 
power. The investment trust is coming to 
be more and more recognized as a fiduciary 
institution, which, as such, commands the 
services of disinterested public-spirited fig- 
ures. 

Flexibility of the Investment Trust 

The investment trust is adapted to meet 
many different investment needs. The capi- 
talization of a single management trust con- 
sists of bonds, preferred stocks, and com- 
mon stocks. The bonds, well protected in 
asset value, may represent a highly con- 
servative investment, whereas the common 
stock of the same trust, perhaps without 
any asset value whatever, may represent 
an attractive speculation due to the factor 
of leverage. 

The flexibility of the investment trust 
movement and its virility is illustrated by 
the origin of the fixed trust. After abuses 
in management trusts came to light during 
the debacle of 1929, the fixed trust, through 
an ingenious set-up, provided protection 
against the types of abuse which had been 
revealed. Within a few months, this new 
type of investment trust grew to large pro- 
portions. 

Both management trusts and fixed trusts 
are suited to meet’ specialized needs. 
The portfolios of some trusts are restricted 
to a certain industry. Most are intended 
for the investor, but others are frankly in- 
tended for the speculator. 
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30ston has many revered historical attrac- 
tions. But a visit to that city is hardly com- 
plete without an inspection of the picturesque 
home of the State Street Trust Company in 
the heart of the financial district, The mod- 
els of famous old “clipper” sailing ships, the 
rare antiques rescued from famous New Eng- 
land homes and associated with distinguished 
personalities are all redolent of the old and 
quaint Colonial days. The office of President 
Allan Forbes, who has done much to recap- 
ture the early period of the New England life 
in literature, in picture and antiques, is in 
itself an adventure with its severe plain to 
desk, historic fireplace and _ straightback 
chairs used by early ancestors. 

A unique adjunct to the quarters of the 
State Street Trust Company is a guest book 
which was installed shortly after the opening 
of the new banking rooms in September, 1925. 
The idea developed when, on the opening day 
President Forbes found that many of the 
visitors were from distant points. An inspec- 
tion of this book brings to mind almost as 
many places as a trip around the world, in- 
cluding a visit to nearly every state in the 
Union. Visitors have come from places as 
far distant as Shanghai, and Amoy, China; 
Adelaide, Melbourne and Sydney in Austra- 
lia: Caleutta, India; Honolulu, Hawaii: Al- 
exandria, Egypt; London; Paris; Edinburgh ; 
Belfast, Ireland: Vevey in Switzerland; Bre- 
men, Vienna, Milan, Rome, Belgrade, Yugo- 
slavia, and a number from Boston, England, 
and many other places—the names of which 
would fill a small book. 

Among the first visitors was Ex-Governor 
George R. Carter of Hawaii, whose father 
was one of the leaders of the island of Ha- 
waii when it was an independent kingdom 
under native government. From Sparta, Ga., 
came a caller who wrote under his name that 
he was born a slave. J. L. Curtis came all 
the way from Harbin, Manchuria, where Ja- 
pan and China are still having their mis- 
understandings. Robert P. Burnett regis- 
tered from London, England, as did also J. S. 
Lytton Strachey, former editor of the Spec- 
tator and the well known author of the “Life 
of Queen Victoria,” “Elizabeth and Hssex,” 
“Portraits in Miniature.’ On a stormy day 
in March came Professor Channing of Har- 
vard, the famous historian of the United 
States, under whose instruction Mr. Forbes 
sat when at Harvard. Incidentally, the 
beams in the ceiling of Mr. Forbes’ office 


came from Massachusetts Hall, the oldest 
building at Harvard where Professor Chan- 
ning used to lecture. 

There have been many visitors from Paris, 
among them Theodore Rousseau, a descen- 
dant of Jean Jacques Rousseau, whose writ- 
ings did so much to bring on the French Rev- 
olution. Donald McKay, the famous Boston 
builder of clippers for the Grinnell Minturn 
Line, is represented among the signers of Mr. 
Forbes’ book by Mary G. Chavannes McKay, 
his granddaughter, and strange to relate, 
within five minutes of McKay’s granddaugh- 
ter’s visit appeared Charles B. Butler, the 
grandson of Captain Charles H. Marshall of 
the Black Ball Line of Packets, a rival line 
to that of the Grinnell Minturn Line, An- 
other interested visitor was the late Robert 
Dollar, head of the famous shipping line 
bearing his name, whose own office in San 
Francisco was built and fitted to resemble a 
ship, even to the minutest detail. Some other 
callers have been Captain B. W. Day of Nan- 
tucket, member of the Pacific Club and the 
last of the square rigger captains left in Nan- 
tucket; the famous Captain George Fried, 
who has made so many daring rescues at sea; 
Guiseppi Rosetti of Rome, Italy; the late Sir 


GuEsT Book OF THE STATE STREET TRUST 
CoMPANY, BOSTON 








| 


Dunnett 


106 TRUST 


COMPANIES 


Empire Crust Company 


MAIN OFFICE: 
Equitable Building 


120 BROADWAY, NEW YORK 


FIFTH AVENUE OFFICE: 
Empire Trust Company Building 
580 FIFTH AVENUE. Corner 47th Street 


HUDSON OFFICE: 
Metropolitan Opera Building 
1411 BROADWAY, Corner 39th Street 
LONDON OFFICE: 


28 CHARLES STREET, HAYMARKET, S.W. 


AGENT FOR THE SALE OF UNITED STATES, NEW YORK STATE and PENNSYLVANIA 
STOCK TRANSFER TAX STAMPS 


Empire Safe Deposit Company 
SAFE DEPOSIT VAULTS AT ALL OFFICES 


HUDAAUCOAAUASLLLASUAAAEUAAEGALGUAEAUOAUEUAGALUOANUOLOOLUOOUSULLAAEOOANE OODLE 


DUVUUTAAUAANOOAOGGNUOUAOMLAOOEEEGAAAOOUADOUAAOUODELAOO CREAN AODOOOOOO AGS AOSAGAOUU SOUND NANO NGUN TAHOMA NHN NANA 


| 


a 


c 











Thomas J. Lipton; Clarence H. De Mar, the 
noted Marathon runner; Sheldon L. Crosby, 
counsellor of the American Embassy at Con- 
stantinople, and former Congressman Rich- 
mond P. Hobson of Los Angeles, who while a 
lieutenant in the Navy during the Spanish 
War sank a vessel and blocked the entrance 
to the harbor of San Diego to prevent the 
escape of the Spanish fleet. Count Felix Von 
Luckner, the daring German naval officer, 
who distinguished himself during the War, 
was also among the visitors. During the 
Tercentenary of Boston in 1930, the State 
Street Trust offices were visited by Honor- 
able R. Salter, Mayor of Boston, England, 
and by James Tait, the former Mayor of the 
same city, who were part of the delegation 
sent to represent Boston, England, at Boston, 
New England Tercentenary. 


BOOK REVIEWS 

AMERICAN BANKING IN TRANSITION: Hy. 

W. Sanders, Cashier, First Trust & Sav- 

ings Bank of Santa Barbara, Cal.; Bank- 

ers Publishing Company, 19382; 168 pps. 
$2.00. 

Pointing to the fact that every year an 

aggregate of two and a half billions of dol- 

lars in estates valued at over $100,000 change 


hands by inheritance, Mr. Sanders presents 
an interesting picture of the opportunities 
and responsibilities in the development of 
trust business by banks, in a chapter on the 
trust department. Changing aspects of other 
major problems in bank administration, such 
as mechanization, liquidity . loan policy, 
branch banking, and bank affiliates are pre- 
sented with conciseness and originality. 


CASES ON Trusts: Austin W. Scott, Profes- 
of Law in Harvard University. Editor’s 
publishing, 2d edition, 1931; 814 pps. 
$6.00. 

Annotated cases on all phases of the fidu- 
ciary relation are given, embodying juridical 
discussions of basie considerations guiding 
decisions, covering important cases from all 
parts of the country. The purpose is to fur- 
nish adequate material for an understanding 
of the nature of the trust device and its 
transitions, the essentials in application and 
how these rules govern performance. Chap- 
ters cover: nature of a trust, creation. sub- 
ject-matter, charitable trusts, resulting and 
constructive trusts, administration, liabili- 
ties, transfer of interest, binding power and 
termination. Indices are arranged by cases 
and by subjects, and the whole brought up-to- 
date by new cases and extensive footnotes. 
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SECURITY TRUST OF WILMINGTON 
MAKES EXCELLENT SHOWING 

The conservative character and high stand- 
ards of service which have marked the ¢a- 
reer of the Security Trust Company of Wil- 
mington, as the pioneer trust company of 
that city, find reflection in the exceptional 
showing made during the past year. Not- 
withstanding general business conditions the 
company maintained its high earning capac- 
ity which not only provided for annual divi- 
dends of $16 per share but allowed a_ sub- 
stantial sum to be added to undivided profits. 
The December 31, 1932 statement shows re- 
sources of $10,951,806: deposits $8,180,069 ; 
eapital, surplus and undivided profits $2,488,- 
560: reserves $264,690 and no money bor- 
rowed. 

The Security Trust Company, which was 
organized in 1885 at a time when the func- 
tions of trust companies were little known, 
has occupied a distinctive place in Wilming- 
ton because of its reputation for personal 
service observed in banking as well as trust 
relations. It is the kind of an institution to 
which customers and others have been ac- 
customed to come with their financial prob- 
lems and also their worries, assured of sym- 
pathetic and competent consideration. 

During the forty-seven years of its activ- 
itv. it has gathered around it an exception- 
ally large and loyal clientele who have bene- 
fited largely by its helpful service. The Se- 
curity has performed a very valuable work 
in developing trust banking, and its contribu- 
tion to the business, locally and nationally, 
is very highly regarded. 

The officers and directors of the Security 
have every reason to be proud of their 
achievements. The officers are John S. Ros- 
sell, chairman of the board: Levi L, Maloney, 
president; Charles B. Evans, vice-president 
and general counsel; Willard Springer, vice- 
president; John Richardson, Jr., vice-presi- 
dent: Thomas J. Mowbray, vice-president 
and treasurer; Harry J. Ellison, vice-presi- 
dent, secretary and trust officer; Henry S. 
Townsend, assistant secretary and assistant 
trust officer. 

WACHOVIA BANK AND TRUST 
COMPANY 

The Wachovia Bank & Trust Company has 
been notably successful in conducting a 
statewide banking and trust service in North 
Carolina with head office in Winston-Salem 
and branches in Asheville, Raleigh, High 
Point and Salisbury. The latest statement, 
exclusive of large volume of trust business, 
shows banking resources of $46,834,000 with 
a strong position as to cash, government and 
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other high grade security investments. De- 
posits total $41,634,000. Capital is $2,500,- 
000; surplus $1,250,000; undivided profits 
$220,860 and reserves of $1,000,000. 


WILMINGTON TRUST COMPANY OF 
DELAWARE 

Total personal trust funds of $165,000,000 
under administration is reported by the Wil- 
mington Trust Company of Wilmington, 
Del., as of December 31, 1932. Banking re- 
sources amount to $39,200,755 with deposits 
of $24,031,526. Capital is $4,000,000; surplus 
and undivided profits $400,000. 


UNION TRUST COMPANY OF BALTIMORE 

The Union Trust Company of Baltimore, 
which conducts eighteen active branch offices, 
has continued its progressive record. The 
December 31, 1932 statement shows banking 
resources of $638,289.702 with cash and ex- 
change of $12,177,554: U. S. Government and 
cther securities $13,879,405; loans $33,882,- 
562. Deposits total $45,333,403. The capital 
is $2,500,000: surplus $5,000,000; undivided 
profits $510,946 and contingent reserve 
$1,000,000. 
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STANLEY FIELD ELECTED CHAIRMAN OF CONTINENTAL ILLINOIS 
NATIONAL BANK AND TRUST CONPANY 


A development of general interest in Chi- 
‘ago banking circles, since the turn of the 
year, was the announcement of the election 
of Stanley Field, a nephew of the late found- 
er of Marshall Field &€ Company, as chairman 
of the board of the Continental Illinois Na- 
tional Bank & Trust Company, succeeding 
George M. Reynolds, who recently announced 
his retirement from active duties after a 
continuous service in the banking fields of 
over fifty years. By experience and training 
Mr. Field comes to the chairmanship of the 
fifth largest bank in New York with qualifi- 
eations which assure the continuation of the 
progressive policies which have characterized 
Chicago’s leading banking institution. Mr. 
Field’s banking career began as a director 
of the Illinois Trust & Savings Bank. He 
became chairman of the executive committee 
of the Continental Illinois last March, suc- 
ceeding Mr. Reynolds who had resumed the 
chairmanship of the board following the re- 
tirement of his brother, Arthur, Prior to 
that Mr. Field was a director and chairman 
of the advisory committee. His earlier busi- 


STANLEY FIELD 


Elected Chairman of the Board of the Continental-Ilinois 
National Bank & Trust Company of Chicago 


ness training was with Marshall Field & 
Company. He came to this country in 1893 
from Manchester, England, where he was 
born in 1875. He became a messenger in 
his uncle’s business and worked his way up 
to become vice-president in 1906. He re- 
mained in this office until 1918 and relin- 
quished it after returning from France where 
he was director of purchasing, warehousing 
and transportation for the American Red 
Cross. 

The retirement of George M. Reynolds as 
chairman of the board of the Continental 
Illinois National, effective on January 7th, 
was not entirely unexpected. It was gen- 
erally known that he desired to rest from his 
arduous labors after having been in banking 
harness from the age of fifteen until the age 
of sixty-eight. He remains as a director of 
the bank and will divide his time between 
Chicago and California. In his statement 


Mr. Reynolds said that he wanted freedom 
from business responsibilities and a chance 


to rest. When he came to Chicago in Decem- 
ber, 1897, the population of that city was 
1,600,000. It is now about 3,600,000, Com- 
bined banking deposits in 1897 were about 


GEORGE M. REYNOLDS 
Who has retired from active banking service 
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$380,000,000. They are now around $3,200,- 
000,000. He came to the old Continental 
National as cashier from Des Moines, Ia., 
where he was president of the Des Moines 
National Bank, having started his banking 
career in the small town in Guthrie county, 
Iowa, as a clerk. Through the various con- 
solidations resulting in the present Conti- 
nental Illinois National Bank & Trust Com- 
pany, Mr. Reynolds retained administrative 
direction, which he shared for a number of 
years with his brother, Arthur. Mr. Reynolds 
also resigns as chairman of the Chicago 
Clearing House, from the board of the Fed- 
eral Reserve Bank of Chicago, and as chair- 
man of the National Credit Corporation. 
Among his directorships are those of the New 
York Life Insurance & Trust Company, the 
Pullman Company and the Union Carbide & 
Carbon Company. He was president of the 
American Bankers Association in 1908. 

At the annual meeting of the Illinois Con- 
tinental a year of unusual developments and 
of steadfast service in the midst of difficult 
conditions was surveyed. Last October the 
bank was nationalized and prior to the 
change the directors authorized that the sum 
of $40,000,000 be set aside from surplus and 
added to other reserves, making total re- 
serves of $50,000,000, to provide against 
doubtful loans and depreciation. The an- 
nual statement showed that earnings for 
1932 including results of operations by the 
Continental Illinois Company, were $11,561,- 
083. Dividends for the year were $7,125,000 
or $9.50 per share. In 1931 earnings were 
$14,876,275 after reserves for taxes and in- 
terest, before charge-offs. Earnings for 1932 
are reported after providing for taxes, inter- 
est and building depreciation, but do not take 
account of extraordinary reserves set up. 
During the last quarter of 1932 undivided 
profits were increased $1,272,416 after pay- 
ment of quarterly dividend. 

The financial statement of the Continental 
Illinois National as of December 31, 1932 
shows combined resources of $797,840,012 
with a and due from banks of $254,080,- 
213; U. S. Government securities $78,317,999 ; 
ae ‘bonds and securities $90,202,341; de- 
mand and time loans $344,999,159. Deposits 
total $673,123,603, the largest of any bank 
west of New York, except those of the Bank 
of America of San Francisco. Capital con- 
tinues at $75,000,000 with surplus of $25,- 
000,000; undivided profits $3,741,809 and re- 
served for taxes and interest $9,930,992. It 
is to be noted that the reserve of $40,000,000 
set aside last October and taken from sur- 
plus account, does not appear in the pub- 
lished statement. 
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WINTHROP W. ALDRICH SUCCEEDS ALBERT H. WIGGIN AS 
CHAIRMAN OF CHASE NATIONAL GOVERNING BOARD 


A recent development of major interest to 
the banking world was the announcement 
of the resignation of Albert H. Wiggin as 
chairman of the governing board of the 
Chase National Bank of New York, the larg- 
est commercial bank in the United States 
and in the world. On January 10th, at the 
annual meeting of the board of directors 
Winthrop W. Aldrich was elected chairman 
of the governing board to succeed Mr. Wig- 
gin. He was advanced from the office of 
vice-chairman of the governing and retains 
the position of president which he has held 
since the merger with the Equitable Trust 
Company in 1930. He is brother-in-law of 
John D. Rockefeller, Jr., the largest stock- 
holder in the Chase National. Charles S. 
McCain, head of the National Park Board 
before its absorption by the Chase, was re- 
elected chairman of the board of directors. 
John McHugh, who came to the Chase follow- 
ing the merger with The Mechanics and 
Metals National, continues as chairman of 
the executive committee of the board. 


W. W. ALDRICH 


Who has succeeded Mr. Wiggin as Chairman of the Govern- 
ing Board of the Chase National Bank 


Mr. Wiggin relinquished the active direc- 
tion of the Chase after an association with 
that institution of twenty-nine years. It was 
under his masterful guidance that the Chase 
acquired its outstanding position among 
banks of this country and of the world. 
When he became president in 1911 the capi- 
tal, surplus and undivided profits of the 
bank amounted to $12,953,397. When he re- 
tired the capital funds aggregated $266,355,- 
062. Resources during the same period in- 
creased from $106,000,000 to $2,748,000,000 
in 1930 and at the close of last year showed 
the figure of $1,856,290,381. 

Mr. Wiggin will be sixty-five years old on 
February 21st, next. He was born in Med- 
field, Mass., and began his banking career 
at the age of 17 with the old Commonwealth 
Bank of Boston. In 1899 he came to New 
York as vice-president of the National Park 
Bank and in 1904 began his connection with 
the Chase National as vice-president and 
director. At ‘that time the Chase was chiefly 
a bank for bankers. When Mr. Wiggin be- 


came president in 1911 he developed a policy 


ALBERT H. WIGGIN 


Who has retired as Chairman of the Governing Board of the 
Chase National Bank of New York after twenty-nine years 


association with that institution 
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OVER A CENTURY of demonstration of proved banking 
principles has given the National Newark & Essex a con- 
spicuous place in the banking field. 


5 


It possesses every facility for serving satisfactorily in the 
most responsible trust capacities. 
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BANKING COMPANY 
744 Broad Street, Newark, N. J. 





of expansive service and as a result of this 
innovation and of various banking amalga- 
mations, brought the Chase to a command- 
ing position with stockholders now number- 
ing 83,000 and over 150,000 depositors. World- 
wide connections were broadened by the en- 
trance of the Equitable Trust Company and 
the American Express Company into the 
Chase “family.” During his twenty-eight 
years of activity in New York Mr. Wiggin 
has been associated with almost every im- 
portant banking development, holding offices 
of great responsibility, both in domestic and 
international affairs, during times of peace 
and during the Great War. Among his latest 
activities is that of supervising negotiations 
for the drawing up of a new agreement on 
the German standstill credit arrangement. 
He is also director of an imposing list of 
corporations and financial institutions. 
Winthrop W. Aldrich, who takes Mr. Wig- 
gin’s place at the helm of the Chase Na- 
tional, is a son of Nelson W. Aldrich, who 
was United States Senator from Rhode 
Island for many years and was head of the 
National Monetary Commission. He was 
born in Providence in 1885 and graduated 
from Harvard in 1907, securing his degree 


from the Harvard Law School later. He 
was admitted to the New York Bar in 1912 
and was a member of the law firm of Byrne, 
Cutcheon and Taylor. He was lieutenant 
in the United States Naval Reserve’ during 
the war and in 1919 became a member of 
the law firm of Murray, Aldrich & Webb, 
counsel for the Equitable Trust Company. 
In 1929 he was elected president of the 
Equitable Trust Company and the following 
year, when the Equitable was merged with 
the Chase, became president of the consoli- 
dated institution. Mr. Aldrich has been ac- 
tive in philanthropic and educational work. 


A dinner held at the Waldorf-Astoria re- 
cently attended by more than four hundred 
officers of the Chase National Bank and its 
affiliates, marked the inauguration of a newly 
organized club of the officers of the Chase 
National Bank, Chase Securities Corporation, 
Chase Harris Forbes Corporation, and Amer- 
ican Express Company. 

The Chase National Bank of New York 
has been appointed transfer agent for the 
capital stock of Quarterly Income Shares, 
Inec., and for the Class A stock of Under- 
writers Equities, Inc. 
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“A FAMILY TRUSTEE SINCE 1891” 





ELECTED VICE-PRESIDENT OF DETROIT 
TRUST COMPANY 

McPherson Browning, president of Detroit 
Trust Company, has announced the appoint- 
ment of Leonard Reaume as vice-president 
and of A. A. Chapp as assistant treasurer. 
Mr. Reaume came to the Detroit Trust Com- 
pany, October 1, 1930, to take charge of the 
handling of real estates. He is a past presi- 
dent of Detroit Real Estate Board and a 
past president of the National Association of 
Real Estate Boards. As assistant treasurer, 
Mr. Chapp will continue his duties in per- 
sonnel management. He has been with De- 
troit Trust Company since May, 1917. 


LEONARD REAUME 


Who has been elected Vice-president of the Detroit Trust 
Company 


GOOD ADVICE 

Gilbert Balkan, manager department of 
analysis and new business of the Quincy 
Trust Company of Quincy, Mass. says: 
“Never make the mistake of calling a cus- 
tomer into the bank to discuss a loss on his 
account as shown by analysis. Always go 
to his office if possible, and you will have 
the immediate advantage because of the 
courtesy which you have thus shown him. 
In the familiar atmosphere of his own office 
you will find that you can work on a much 
more favorable basis. Besides, it gives you 
the opportunity of capitalizing on the per- 
sonal contact, 


A, A, CHAPP 


Assistant Treasurer of the Detroit Trust Company in charge 


of Personnel 
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THOMAS N. McCARTER ELECTED CHAIRMAN OF THE FIDELITY 
UNION TRUST COMPANY OF NEWARK, NEW JERSEY 


Thomas N. McCarter, for many years a 
leading figure in New Jersey public service, 
banking and legal circles, has been elected 
chairman of the board of the Fidelity Union 
Trust Company of Newark, the largest bank 
in New Jersey. He is a brother of the late 
Uzal H. McCarter who was widely known 
to members of the American trust company 
fraternity because of his vigorous and con- 
structive activities in the general cause of 
trust service. Mr. McCarter succeeded Wil- 
liam Scheerer, who retired December 31st, 
after fifty-nine years of diligent association 
with the Fidelity Union and its predecessors. 

Mr. McCarter shares direction of the af- 
airs of the largest bank and trust company 
in New Jersey, having banking assets of 
$165,916,000, with J. H. Bacheller, who was 
elected president following the death of Uzal 
McCarter in August, 1931. At that time the 
office of chairman of the executive commit- 
tee was created for Mr. Carter and Mr. 
Scheerer, who was to retire in December, 
1931, consented to remain as chairman of 


the board until the end of last year. 


THOMAS N. MCCARTER 


Who has been elected Chairman of the Board of the Fidelity 
Union Trust Company of Newark 


result the office of chairman of the execu- 
tive committee is abolished. 

Mr. McCarter remains president of the 
Public Service Corporation of New Jersey, 
an enterprise which he conceived, organized 
and conducted, together with constituent com- 
panies, effecting a unified system which is 
outstanding among efficient public service 
corporations. In banking Mr. McCarter has 
also had a distinguished career. In point of 
service he is the oldest member of the board 
of the Fidelity Union Trust Company and 
has taken an increasingly active interest in 
the management of the company since the 
death of his brother. He is also a director 
of the Chase National Bank of New York, 
the Fidelity Union Title & Mortgage Com- 
pany, the American Superpower Corporation, 
United Gas Improvement and the United 
Corporation. 

Mr. McCarter likewise has occupied a 
leading place in New Jersey legal, judicial 
and legislative activities. In 1891 he became 
a member of the legal firm of McCarter, 
Williamson & McCarter, a firm which his 


J. H. BACHELLER 
President, Fidelity Union Trust Company of Newark , 
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father headed. In 1896 he was appointed by 
Governor Griggs as Judge of the First Dis- 
trict Court of Newark. While on the bench 
he was the author of “McCarter’s New Jer- 
sey District Court Practice.” In 1899 he re- 
signed the judgeship and was elected to the 
New Jersey State Senate from Essex County, 
becoming Senate leader and in 1901 chair- 
man of the Republican ‘State Executive Com- 
mittee. At that time he became general 
counsel of the Fidelity Trust Company. In 
1902 he was appointed Attorney-General of 
New Jersey by Governor Franklin Murphy, 
resigning the following year to become presi- 
dent of the Public Service Corporation of 
New Jersey. In 1911-12 he was president 
of the American Electric Railway Associa- 
tion. 

Mr. McCarter has been generous in his 
devotion to philanthropic and educational in- 
terests. In 1927 he gave to Princeton Uni- 
versity, from which he graduated with the 
class of 1888, $250,000 to erect a theater for 
undergraduate theatrical productions. He 
was born in Newark in 1867, the youngest 
of six children and after graduating from 
Princeton, attended the Columbia Law 
School. He was married in 1897 to Made- 
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leine Georgia Barker of Baltimore. They 
have four children. 

The Fidelity Union Trust Company has 
had a notable successful year in both bank- 
ing and trust development. The latest finan- 
cial statement shows total banking resources 
of $165,916,000, with deposits of $149,214,000. 
Capital is $6,666,675; surplus, undivided 
profits and reserves, $9,452,552. ‘The com- 
pany conducts eight branch offices. 


been elected by 
Union Title 


Four new directors have 
the stockholders of the Fidelity 
& Mortgage Company of Newark, N. J. They 
are: J. H. Bacheller and H. Stacy Smith, 
president and vice-president respectively of 
the Fidelity Union Trust Company; Simon 
P.. Northup and Edward C. Wyckoff, vice- 
presidents of Fidelity Union Title & Mort- 
gage. 


The estate 
of .the Omeg: 


of Michael Winburn, founder 
Chemical Company, of which 
the City Bank Farmers Trust Company of 
New York is co-trustee, was recently ap- 
praised at $6,032,230 gross and $4,807,367 net. 
More than $800,000 of the estate will eventu- 
ally go to charity. 
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St. Louis 





RETURNING TO PRECEPTS OF OUR 
FATHERS 


There is a pearl of wisdom in the advice 
vouchsafed by President Percy H. Johnston 
of the Chemical Bank & Trust Company of 
New York, in the course of his annual ad- 
dress to shareholders. He says: 

“The prolonged depression that grips our 
nation and the entire world shows little, if 
any, abatement. There are signs of improved 
sentiment and the wave of fear and hysteria 
that swept over this nation during the past 
eighteen months has about died out. People 
are beginning to realize that only by work, 
economy and saving can we right our con- 
dition. We have been too prone to run to 
the government for help. We must return 
to the precepts of self-reliance and courage 
of our forefathers and work out our own 
salvation. The most important contributing 
factor to the return of better times is the 
necessity to live within our incomes; this 
applies with especial force to our nation, 
states and cities—their budgets must be 
balanced. We must abandon the fallacy that 
a small percentage of the population can 
supply the money to operate the govern- 
ment.” 
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JOHN HANCOCK MUTUAL LIFE 
INSURANCE COMPANY 

Among the financial institutions which 
stand in highest esteem and which has func- 
tioned with continued success is the John 
Hancock Mutual Life Insurance Company 
of Boston which now registers its seventieth 
year of existence. The charter of the com- 
pany was signed in 1862 by the famous Civil 
War Governor of Massachusetts, John A. 
Andrew. The signature of John Hancock 
was among the names penned in the charter. 

The John Hancock is the largest mutual 
life insurance company in New England. It 
has over four and one-half million policy- 
holders, and outstanding insurance of over 
three billion dollars. In the matter of man- 
agement and financial security the company 
ranks as one of the leaders of the country. 
During the present business depression it 
experienced no emergency in its affairs, and 
has met every obligation from current in- 
come. 

While it is interesting to note that during 
the year 1931 the John Hancock paid to its 
policyholders over 87 millions, its similar 
payments for 1932 have far exceeded 'tthat 
sum, being over 96 millions on December ist. 
In spite of adverse conditions there has been 
written, for the eleven months of 1932 up 
to December list, over 525 millions of new 
insurance. 

The general standing and security of the 
company is evidenced by the recent decision 
of the directors to pay during 1933 to policy- 
holders, dividends upon the same scale as for 
1932, and some years prior to that. For this 
purpose the company has set aside a reserve 
of over 20 millions to meet these dividend 
payments as they become due in 1933. 


KINGS COUNTY TRUST COMPANY 

The Kings County Trust Company of 
Brooklyn reported deposits of $29,497,279 at 
the close of last year, an increase of over 
four million during the last quarter of 1932. 
Resources of $36,750,000 represent a gain of 
over four millions. Capital is $500,000 with 
surplus and undivided profits $36,750,000, the 
latter showing substantial increase during 
the year. 


A. Key Foster, advertising manager of the 
Birmingham Trust & Savings Bank of Bir- 
mingham, Ala., has been appointed chairman 
of the executive committee of the trust de- 
velopment division of the Financial Adver- 
tisers Association. W. Tresckow of the Cen- 
tral Hanover Bank & Trust Company of New 
York is chairman of the eastern division, 





JOHN G. LONSDALE ELECTED CHAIRMAN, AND W. L. HEMINGWAY 
PRESIDENT OF MERCANTILE-COMMERCE BANK AND TRUST 
COMPANY OF ST. LOUIS 


The most important change in connection 
with the recent annual meetings of St. Louis 
banks and trust companies, was announce- 
ment of the election of John G. Lonsdale to 
the chairmanship of the board of the Mer- 
eantile-Commerce Bank & Trust Company 
of St. Louis. His successor as president is 
W. L. Hemingway, who has been a senior 
vice-president of the company and president 
of the affiliated Mercantile-Commerce Com- 
pany. George W. Wilson, former chairman 
of the board becomes chairman of the execu- 
tive committee, a newly created office. E. L. 
Black was advanced from assistant vice- 
president to vice-president. 

The relinquishment of the active duties of 
the presidency by Mr. Lonsdale was in large 
part due to increasing responsibilities and 
especially, at this time, to enable him to 
give due attention to the post to which he 
was recently appointed by the Federal Court 
as eco-receiver for the St. Louis-San Fran- 
cisco Railway. Mr. Lonsdale has always 
maintained a keen interest in advancing the 


JoHN G, LONSDALE 


affairs of railroads and carried through im- 
portant work in that connection with the 
Chamber of Commerce of the United States. 
He was also reelected recently as Class A 
director of the Federal Reserve Board of St. 
Louis. He is likewise associated with impor- 
tant civic and development movements. 

Mr. Lonsdale will continue to share with 
Mr. Hemingway the direction of the Mercan- 
tile-Commerce Trust Company which is the 
result of the merger in 1929 of the former 
Mercantile Trust Company and the National 
Bank of Commerce, with corporate existence 
dating back to the year 1857, a period of 
seventy-five years. Under Mr. Lonsdale the 
Mercantile-Commerce continued the tradi- 
tions and progressive policies of the two com- 
ponents, gaining steadily in volume of local 
business and nationwide influence. His as- 
cendance to leadership among American 


bankers is the result of an unusually indus- 
trious career and a blending of characteris- 
tics that has made him one of the most 
popular figures in American banking. 


Winson LYNN HEMINGWAY 


Who has relinquished the Presidency of the Mercantile 
Commerce Bank and Trust Company of St. Louis to 
become Chairman of the Board 


Who has been elected President of the Mercantile Com- 
merce Bank and Trust Company of St. Louis, succeeding 
John G. Lonsdale 
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Mr. Lonsdale has been president of the 
Mercantile Commerce and its predecessor, the 
National Bank of Commerce, for the past 
seventeen years. In 1915 he was called to 
St. Louis from New York to assume the presi- 
dency of the National Bank of Commerce and 
when that bank merged with the Mercantile 
Trust Company, he continued as president. 
Mr. Lonsdale has served as president of the 
American Bankers Association and as vice- 
president of the United States Chamber of 
Commerce. Besides his association with the 
Federal Reserve Bank of St. Louis, he is 
chairman of the Advertising Committee of 
the Industrial Club of St. Louis and a mem- 
ber of the Advisory Council of the University 
of Missouri. 

Mr. Hemingway is fifty-two years of age 
and came to St. Louis in 1919 from Little 
Rock, Arkansas where he was president of 
the Mercantile Trust Company of Little Rock. 
He came to St. Louis in 1919 as vice-presi- 
dent of the National Bank of Commerce of 
which Mr. Lonsdale was president. When 
the merger with the Mercantile Trust Com- 
pany was effected Mr. Hemingway became a 
senior vice-president of the consolidated Mer- 
cantile-Commerce Bank & Trust Company 
and in 1931 became president of the invest- 
ment affiliate, the Mercantile-Commerce Com- 
pany, succeeding Sidney Maestre, who be- 
came president of the Mississippi Valley 


GEORGE W. WILSON 


Who has been elected Chairman of the Executive Com- 
mittee of the Mercantile Commerce Bank and Trust Com- 
pany of St. Louis 





A NEW ORLEANS MAHOGANY PLANT 


New Orleans 


XLII 
Mahogany 


New Orleans is the largest mahogany market 
in the world; New York, Liverpool and London 
ranking next in importance. 

Three New Orleans lumber mills import an 
average of 25 million feet of mahogany annu- 
ally, give employment to more than 800 men 
and produce lumber whose value averages 
$5,000,000 annually. 

New Orleans takes the greater part of the 
mahogany logged in Mexico, Guatemala, Hon- 
duras, Nicaragua, Costa Rica, Cuba and Africa; 
converts it into mahogany boards and trans- 
ports this lumber to furniture centers of the 
United States and many foreign countries. 


Hibernia Bank & Trust Co. 


New Orleans, U. S. A. 


This is number 43 of a series of advertisements about 
New Orleans which we | en continuously 
since 





Trust Company. He possesses the qualities 
and the experience that assure the continued 
expansion of the bank along the lines of 
accustomed policies. At present he is head 
of the St. Louis Division of the Reconstruc- 
tion Finance Corporation; treasurer of the 
St. Louis Chamber of Commerce and trus- 
tee of Vanderbilt University from which he 
graduated in 1900. 

Mr. Wilson began his banking career thir- 
ty-four years ago with the Mercantile Trust 
Company of St. Louis and rose in time to a 
vice-presidency and then to the presidency 
in 1928, following the death of Festus J. 
Wade, the founder. In the merged institu- 
tion Mr. Wilson became chairman of the 
board. Prior to entering the banking field 
he was identified with a real estate company 
operated by Mr. Wade. And before that Mr. 
Wilson served as cashier of one of the large 
department stores of St. Louis. He is now 
and has been for many years dean of the 
School of Cemmerce and Finance of St. Louis 
University. 

E. J. Mudd and Thomas C. Hennings, vice- 
presidents of the Mercantile-Commerce Bank 
& Trust Company, have been added to the 
directorate of the Mercantile-Commerce Com- 
pany. 
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Trust Service in Michigan 


( We are prepared to render all kinds ) 


of Fiduciary Service in Michigan. 


MACOMB COUNTY TRUST COMPANY 
Mt. Clemens, Michigan 


CHAS. G. NIEMETTA, President 





HENRY P. SCOTT 


The city of Wilmington, Del., has lost one 
of its most distinguished bankers and citizens 
by the recent death of Henry P. Scott, presi- 
dent of the Wilmington Trust Company. He 
passed away at his home near Reybold after 
an illness of three weeks and at the age of 
seventy-three. 

Mr. Scott was a member of one of the old- 
est families of Delaware. He was born in 
Wilmington, a son of the late Alfred T. and 
Rebecca W. Pinkerton Scott. He was a 
grandson of Bishop Levi Scott, a leader in 
the councils of the Methodist Episcopal 
Church of his generation. Mr. Scott began 
his banking career at the age of seventeen 


HENRY P. ScotTrT 


M. E. WATKINS, Executive Vice Pres. 


with the financial firm of Craige, Johnson 
& Company. In 1883 he became a junior 
partner and in 1894 succeeded to the owner- 
ship of the organization which had become 
widely known in the financial world as Scott 
& Company. Mr. Scott was at that time 
associated with his brother, Harlan G. Scott. 

At the close of the World War Mr. Scott 
retired from the banking firm to become pres- 
ident of the Wilmington Trust Company 
which was established in 1903 and of which 
he became president in 1921. Under Mr. 
Scott’s administration the Wilmington Trust 
Company became the largest trust company 
in the State of Delaware reporting at the 
close of last year total personal trust funds 
of $165,000,000 with banking resources of 
close to forty millions. During the war Mr. 
Scott served as chairman of the Delaware 
chapter of the American Red Cross. He also 
managed the local fourth Liberty Loan drive 
and the sale of war savings stamps. 

Mr. Scott devoted much of his time and 
means to charitable and educational work 
and was among the foremost in civic ad- 
vancements. In 1929 he became a member 
of the national advisory council of the 
George Washington Foundation for Citizen- 
ship and Education, Inc. He was a director 
and officer of several other organizations, in- 
eluding the Philadelphia, Baltimore & Wash- 
ington Railroad Company. He was a trustee 
of the University of Delaware, vice-president 
of the Delaware School Auxiliary, vice-presi- 
dent of the Service Citizens, an officer of the 
Wilmington Area Council, Boy Scouts of 
America, and for many years was president 
of the Wilmington Country Club. He also 
belonged to the Wilmington Club, the Union 
League Club of Philadelphia and the New 
York Yacht Club. 

Mr. Scott married Mary W. Brown in 1888. 
He is survived by his widow and two sons, 
H. P. Scott, Jr., and Sidney Scott. 
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Union Trust Company 


OF THE DISTRICT OF COLUMBIA 
Capital - - - $2, 000,000.00 
Surplus and Undivided Profits - 870,000.00 
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JOHN W. CHALFANT 

The members of the Pennsylvania banking 
and trust company fraternity mourn the loss 
of one of their most highly regarded and 
valuable associates. The recent death of 
John W. Chalfant, vice-president in charge 
of trusts of the Colonial Trust Company of 
Pittsburgh, means the passing of one of the 
ablest men in trust work. He applied him- 
self not only to his own tasks but also to 
the broader and constructive aspects of trust 
service generally, with a zeal that was in- 
fectious. From 1920 to 1922 he was chair- 
man of the Trust Company Section of the 
Pennsylvania Bankers Association. He was 
president of the Pennsylvania Bankers As- 


JOHN W, CHALFANT 
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sociation for the 1931-32 term and at the 
last annual convention he sent greetings from 
his bedside. Resolutions were adopted ex- 
pressing hope for his speedy convalescence. 
He was deeply interested in the work of the 
Pennsylvania Bankers Association and of 
the Trust Section, particularly in helping to 
promote sound relations with members of 
the bar and advocacy of sound legislation as 
well as standards of practice. He was also 
active in the work of the Trust Division of 
the American Bankers Association where he 
made many friends because of his earnest 
devotion to the trust cause. 

At the Colonial Trust Company, Mr. Chal- 
fant built up a quality of trust service which 
evoked the admiration of trust men generally. 
He was heart and soul in his work as trust 
officer with an exceptional command of the 
technique and laws pertaining to trust ad- 
ministration. He was also secretary of the 
Union Fidelity Insurance Company. His 
prime interest outside of trust work was in 
educational promotion. He was president of 
the Alumni Association of the Worcester 
Polytechnic Institute in- 1931; a trustee of 
Shady Side Academy since 1928 and secre- 
tary since 1930; a trustee of Poly State 
School since 1925 and of the Elizabeth Steel 
Magee Hospital since 1929. 

Mr. Chalfant was born in Pittsburgh Sep- 
tember 9, 1875 and was graduated from the 
Shady Side Academy, the Worcester Poly- 
technic Institute where he received the de- 
gree of B. S., and from the University of 
Pittsburgh where he received the degree of 
LL. B. He became assistant title officer of 
the Fidelity Title and Trust Company in 1903 
and two years later became title officer of 
the Union Fidelity Title Insurance Company 
serving as secretary since 1914. In 1914 he 
became trust officer of the Colonial Trust 
Company and since 1924 has been vice-presi- 
dent in charge of trusts. 
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GEORGE W. DAVISON ELECTED CHAIRMAN AND W. S. GRAY, JR., 
ELECTED PRESIDENT OF CENTRAL HANOVER BANK 
AND TRUST COMPANY 


William S. Gray, Jr., was elected presi- 
dent of the Central Hanover Bank & Trust 
Company of New York at the recent organi- 
zation meeting of the board of trustees. He 
succeeds George W. Davison, retiring from 
the presidency, who was elected chairman 
of the board of trustees. William Wood- 
ward, retiring from the chairmanship, was 
elected honorary chairman of the board. The 
management of the past four years continues 
under different titles. 

Mr. Gray was born in New York in 1897 
and became president of one of the largest 
banking institutions in New York at the age 
of thirty-five. He served during the war as 
lieutenant in the U. S. Navy and graduated 
from Princeton in 1919. In 1925 he became 
vice-president of the Central Union Trust 
Company and since 1929 has been executive 
vice president of the Central Hanover. He is 
also a director in a number of financial and 
industrial corporations. 

Mr. Davison has been of the 
Central Hanover since 1929 in continuation 


president 


GEORGE W,. DAVISON 


Who has relinquished the presidency Of the Central 
Hanover Bank and Trust Company of New York to 
become Chairman of the Board of Trustees 


of his presidency of the Central Union Trust 
Company to which he was elected in 1919 as 
successor of the late James N. Wallace. Mr. 
Woodward became president of the Hanover 
National Bank in 1910 and has been chair- 
man of the board of the Central Hanover 
since 1929. 

Charles E. ‘Sigler has been elected treas- 
urer of the Central Hanover, succeeding the 
late H. M. Myrick. 

ANDREW BAIRD CASWELL 

Officials of the Northern ‘Trust Company of 
Chicago mourn the death of one of their as- 
sociates, Andrew Baird Caswell, vice-presi- 
dent of the company. Mr. Caswell was born 
in Toronto, Ontario, Canada, February 25, 
1882, and was associated with the Northern 
Trust Company for nearly thirty-one years, 
entering its employ as a messenger June 1S, 
1902. He graduated from Haverford College 
and was a trustee of this college at the time 
of his death. He was a member of the Uni- 
versity Club and the Edgewater Golf Club. 


WILLIAM S. Gray, JR. 


Who succeeds Mr. Davison as President of the Central 
Hanover Bank and Trust Company of New York 





Leqal Decisions and Discussion 


RELATING TO BANKS AND TRUST COMPANIES 


FRANK C. McKINNEY 
Member of New York Bar and Author of ‘‘Trust Investments”’ 


[LEGAL DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED 


CAREFUL ATTENTION WILL BE GIVEN TO QUERIES OF A 
LEGAL NATURE ARISING OUT OF THE CONDUCT OF THE VARIOUS DEPARTMENTS OF TRUST COM- 


PANIES. 


SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE 


OFFERED FREE OF CHARGE AND INCLUDING REQUESTS FOR COMPLETE COPIES OF COURT DECISIONS. ] 


PUBLIC OFFICIALS AS TRUSTEES 
(A recent case showing the lawxity of 
public officials in administering trust 
funds.) 

A recent decision by the Appellate Division 
of the Supreme Court in Brooklyn, New York, 
is of interest to trustees and is likewise im- 
portant in the matter of the administration 
of trust estates by public officials. In the 
ease of Alice Behrens, decided December 20, 
1932, it appeared that Miss Behrens, a minor, 
had received over $5,000 as a result of a suit 
against the Brooklyn City Railroad. The 
money was turned over to the City Chamber- 
lain for custody during the girl’s minority. 
The Chamberlain invested a portion of the 
money in a mortgage bond which will ma- 
ture in 1934, but which carried an extension 
provision for maturity in 1986. The company 
which issued the bond elected to extend the 
bond until 1936. Miss Behrens became of age 
in 1932. As a result of the depression the 
bond depreciated in value. The Lower Court 
directed the Chamberlain to pay the money 
in cash immediately and rebuked the office 
of the Chamberlain for investing in a bond 
which did not become due until four years 
after the girl had reached her majority. 

It seems quite obvious that a trustee, know- 
ing that the trust would terminate on a 
definite date should be held responsible for 
investments which do not mature until years 
after the termination of the trust. This situ- 
ation should be differentiated of course from 
trusts where the termination date is un- 
certain. It would seem that the decision of 
the Appellate Division was based not so 
much upon the duty of the trustee in this 
case as upon the practical result which might 
follow if official trustees were held to strict 
accountability and the city required to make 


good their errors in the matter of plain busi- 
ness judgment. City and State Revenues are 
already low and the enforcement of strict 
legal rights might cause further embarrass- 
ment. 


SAVINGS BANK ACCOUNT “IN TRUST’? FOR 
ANOTHER 


(The mere opening of a savings bank 
account in trust for another does not 
constitute a valid gift.) 

An elderly woman opened a savings bank 
account in her own name in trust for her 
brother. She retained the bank book and on 
at least one occasion drew money from the 
account for her own use. She had fre- 
quently remarked that she had opened the 
account so that her brother would get the 
money, it being her desire that he should 
receive all that she had left. The brother 
died before his sister. The court decided that 
there was no valid gift to the brother and 
that by reason of the death of the brother 
the trust did not mature. The account, there- 
fore, passed to the estate and the executor 
was entitled to recover the same and to dis- 
tribute according to the law of descent. 

The decision of the Surrogate, Judge Win- 
gate, is of importance because the judge 
earefully reviewed the leading decisions on 
the general question and stated five impor- 
tant principles in connection with the de- 
posit of funds in trust for another. The five 
principles are as follows: 

1. A deposit by one person of his own 
money, in his own name as trustee for an- 
other, standing alone, does not establish an 
irrevocable trust during the lifetime of the 
depositor. 

2. It is a tentative trust merely, revocable 
at will until the depositor dies, unless some 
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additional act or event transforms it into 


an absolute one. 

3. In ease the depositor dies before the 
beneficiary without having performed some 
additional act in relation to the deposit, the 
presumption arises that an absolute trust 
was created as to the balance on hand at 
the death of the depositor. 

4. The tentative rights of the presumptive 
beneficiary may be destroyed by the deposi- 
tor during his life by revocation, or some de- 
cisive act or declaration of disaffirmance. 

5. The tentative rights of the presumptive 
beneficiary may be turned into vested present 
rights during the lifetime of the depositor, 
if the latter completes the gift in his lifetime 
by some unequivocal act or declaration. 


PROMISSORY NOTE PAYABLE AT DEATH 
(A promissory note payable at death 
is not a gift. It must represent a debt.) 

An elderly lady had been a member of the 
Baptist Church of her town for many years 
before her death. During her membership 
she had contributed regularly $112 a year 
until the year 1917. There appeared to be no 
agreement on her part to contribute this 
amount. Her covenant of membership mere- 
ly required her to contribute cheerfully and 
regularly for the support of the church. A 
short time before her death she gave her 
promissory note for $6,000 to the church 
without interest and directed her executors 
in her will to pay the note to the church 
after her death. The executors paid the 
note, but this payment was objected to on 
the ground that there was no consideration 
for the promissory note. The Court of Ap- 
peals in New York stated that the primary 
question was whether the note was executed 
as a gift to take effect at death, or because 
of an indebtedness on the part of the testa- 
trix. As an attempted gift it was void. If 
there was a consideration for the note it 
should be upheld. 

Although there was no agreement to con- 
tribute a definite sum to the church, the 
books of the church disclosed unpaid pledges 
of several hundred dollars. The court de- 
cided that these unpaid pledges constituted a 
sufficient consideration for the promissory 
note and therefore it was a valid obligation 
and should be paid.—Estate of Taylor, New 
York, A. D. December 12, 1932. 


DUTY OF EXECUTORS TO DISPOSE OF STOCK 
(Executors are not liable when they 
are unable to dispose of stock in a close 
corporation. ) 
The decedent owned 750 shares of stock 
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in a corporation and one of the executors of 
his estate owned 250 shares. The total issue 
of stock was 1,000 shares. The decedent had 
owned and operated the corporation and the 
business was due to his personal effort and 
personal ability. Upon his death the cor- 
poration failed to continue a profitable busi- 
ness. There was no market for the stock and 
the executors had no chance to sell it. Finally 
the corporation was liquidated and the stock 
had no value. The court held that the ex- 
ecutors were not liable for the loss.—Watter 
of Lasette, SS N. Y. Law Journal 2080. 


STOCK TRANSFER STAMPS 
(Are stamps necessary for the transfer 
of stock to a trustee under a revocable 
trust and a transfer back to the creator 
of the trust.) 

Suppose that Smith creates a revocable 
trust with the Union Trust Company as trus- 
tee. Under the deed of trust he delivers cer- 
tain securities to the trustee. Is he required 
to affix transfer stamps in the first instance 
and also to affix transfer stamps in case he 
revokes the trust and has the securities re- 
delivered to him? 

The answer to this question is contained 
in a recent ruling of the Bureau of Internal 
Revenue which states that the transfer to 
the trustee and the transfer back to the 
creator of the trust require stamps as im- 
posed by Section 723 and 724 of the Revenue 
Act of 19382. 


ORAL WILLS 
(Oral wills, if properly proved, may be 
admitted to probate.) 

West filed an application to probate in 
solemn form an alleged nuncupative (oral) 
will of Sarah Allen, deceased, which as re- 
duced to writing recited in part: “We, Lena 
Glass, Corene Norwood, and Ella May Wash- 
ington, were present when the said Sarah 
Allen, in the last stages of tuberculosis, stated 
that she could not live, to make her will and 
desired each of us to witness that it was her 
will that Bill West should have her home 
place, house and lot, located in Whitesburg, 
and all of her personal belongings.” The will 
was declared to be the last will and testa- 
ment of Sarah Allen. Objections were filed 
on the ground that certain material evidence, 
concerning statements made by Sarah Allen 
that she desired West to have her property, 
was illegally admitted. The court decided 
that this was a valid will and the same was 
probated.—Marchman vs. West, Ga. Supreme 
Ct. November 17, 1932. 
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PROMOTIONS AT STATE-PLANTERS 
BANK AND TRUST COMPANY 


At the annual meeting of the board of 
directors of the State-Planters Bank & ‘Trust 
Company of Richmond, Va., E. E. Wilson and 
Hawes Coleman, Jr., were elected vice-presi- 
dents, and John C. Davis was appointed as- 
sistant manager of the Investment Depart- 
ment. Mr. Wilson, a native of Kansas, came 
to Richmond from Pennsylvania in 1918 to 
take a position with the Old Dominion Trust 
Company and later was elected assistant sec- 
retary. In 1922 when that institution was 
absorbed by the National State and City 
Bank, which bank was then known as the 
State and City Bank and Trust Company, 
he remained with them as assistant cashier 
in the trust department. When the State 
and City Bank & Trust Company and the 
Planters National Bank merged in 1926 Mr. 
Wilson continued in the service as assistant 
cashier and assistant secretary. In 1928 he 
was elected trust officer and assistant secre- 
tary, and this recent promotion is well de- 
served recognition of his years of service 
and ability. 

Mr. 
Macon 


graduate of 
Harvard 


Coleman, a 
College and 


Randolph- 
Graduate 


HAWES COLEMAN, JR. 


Who has been promoted to the position of Vice- 
president of the State-Planters Bank and Trust 
Co. of Richmond 
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School of Business Administration, became 
associated with the trust department of the 
bank in 1928 and has done outstanding work 
in promoting the activities and interests of 
his department. His having made a study 
of life insurance, coupled with his intensive 
knowledge of his own particular field of en- 
deavor, has enabled him to specialize in in- 
surance trusts and he has today the active 
cooperation of the majority of the insurance 
men of Richmond. Mr. Coleman has taken 
an active part in the affairs of the Trust Di- 
vision of the American Bankers Association 
and recently he has been appointed a mem- 
ber of the executive committee, Trust Devel- 
opment Division of the Financial Advertisers 
Association. 

Mr. Davis, whose home is Winston-Salem, 
N. C., graduated from Woodberry Forest, 
Orange, Va., and then from the University of 
North Carolina in 1928. That same year he 
entered the service of the ‘State-Planters 
Bank & Trust Company in the Investment 
Department. 

The December 31st financial statement of 
the State-Planters shows resources of $34,- 
484,000; deposits, $29,786,354; capital, $2,- 


500,000; surplus, $1,000,000; undivided prof- 
its, $525,744; reserves, $547,963. 


E. E. WILSON 


Who has been appointed Vice-president and Trust 
Officer of the State-Planters Bank and Trust Co 
of Richmond. 
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With 410 branches in 243 California 
communities, Bank of America is in a 
unique position to handle efficiently 
and in a personal, local manner any 
fiduciary service which you or your 


client may require in California. 


BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 
CALIFORNIA 


Bank of America National Trust & Savings 
Association, a National Bank 

and Bank of America, 4 California State Bank 

are identical in ownership and management 


ACTIVE YEAR FOR THE TRUST 
COMPANY OF NEW JERSEY 

The Trust Company of New Jersey, with 
head office in Jersey City and the largest 
bank in Hudson county, reports at the close 
of the year total resources of $77,898,371 with 
eash in hand and in banks of $8,373,535 ; U.S. 
Government, state, county and municipal 
bonds $6,244,997; other securities $10,917,- 
836; loans on collateral $14,347,132; bills 
purchased $14,938,544; bonds and mortgages 
$15,844,636. Deposits amount to $64,071,895. 
Capital is $5,700,000; surplus $4,000,000 and 
undivided profits $1,308,875. Reserve for con- 
tingencies, taxes, ete., was increased during 
the year from $1,108,158 to $2,494,445. A ffili- 
ated institutions are the Park Trust Com- 
pany of Weehawken and the Trust Company 
of New Jersey in West New York, N. J., 
bringing combined resources to $81,337,628. 


GAINS REPORTED BY VIRGINIA TRUST 
COMPANY 

In both banking and trust business the Vir- 
ginia Trust Company of Richmond reported 
substantial gains during the past year. The 
company administers one of the largest total 
of trust and estate funds in the south and 
has acquired an enviable standing in fiduci- 
ary management. Banking resources now to- 
tal $8,098,676 with deposits of $5,588,686 as 
against $4,640,000 at close of previous year. 
Capital is $1,000,000, earned surplus $500,000 
and undivided profits $123,754. Reserves for 
contingencies, ete., show increase from $451,- 
435 to $866,015, The successful career of 
this company has been under the guidance 
of President Herbert W. Jackson with a de- 
voted corps of associates headed by execu- 
tive vice-president Walker Scott. 


NATIONAL NEWARK AND ESSEX 
BANKING COMPANY 

New Jersey’s oldest bank, the National 
Newark & Essex Banking Company of New- 
ark, continued to mark progress during the 
past year. The financial statement shows re- 
sources of $37,000.462 with large proportion 
of liquid assets. Deposits total $31,481,290. 
Capital is $3,000,000; surplus and undivided 
profits $2,061,886. The bank dates its ex- 
istence back to the year 1804. 

Charles R. Fowler has been elected a di- 
rector of the Minnesota Loan & Trust Com- 
pany of Minneapolis. 

The Chattanooga National Bank has been 
organized in Chattanooga, Tenn., with capi- 
tal of $2,500,000. It will take over the busi- 
ness of the First National of that city. 
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This Company, with its long experience in all 


phases of estate management and corporate 
fiduciary service, invites your correspondence. 
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ANNUAL REPORT OF LAWYERS 
MORTGAGE COMPANY 


The type of guaranteed mortgages offered 
by the Lawyers Mortgage Company continue 
to enjoy high favor with discriminating in- 
vestors due to the record of the company 
for safeguarding its issues and its conserva- 
tive loan policies. During 1932 its sales of 
guaranteed mortgages including extensions 
were $77,663,567. Since the Lawyers Mor*- 
gage Company was organized in 1893 it has 
guaranteed $1,315.701,479 of mortgages, of 
which $887,625.943 have been paid in full, 
leaving $428,075,536 outstanding. Gross earn- 
ings for the past year were $3,036,861 with 
expenses of $1,157,937 and loss on sale of 
real estate, ete., amounting to $1,089,710, 
leaving net profits of $789,214. Assets total 
$24,263,838. Capital is $12,000,000; surplus 
$10,000,000 and undivided profits $856,811. 
Richard M. Hurd, the president, has conduct- 
ed the affairs of the company since its or- 
ganization. 


WAR RISK INSURANCE AND CLAIMS 
OF CREDITORS 


Are proceeds of war risk insurance in the 
hands of the administrator of a dead veteran 


subject to the claims of creditors of distribu- 


tees of the dead soldier? After the death 
of a soldier insured under the provisions of 
the War Risk Insurance Act his mother, as 
the beneficiary named in the policy, received 
the monthly installments from the policy 
until her death, and the commuted value of 
the remaining installments were then paid 
to his administrator. 

It was decided that the funds in the ad- 
ministrator’s hands were not subject to the 
debts of the deceased soldier nor of the dis- 
tributees under the Federal Act, and neither 
the creditors of the mother’s nor the father’s 
estate were entitled to payment out of the 
funds as against the brothers and sisters of 
the deceased soldier who are his heirs-at- 
law and the distributees of the funds, no 
payment having been made to any distribu- 
tee of the estate of the deceased soldier. But 
after the distribution of the funds in ac- 
cordance with the statute the funds in the 
hands of the distributees would be subject 
to their debts.—Miron vs. Miron, N. C. Su- 
preme Ct. November 25, 1932. 


The Day Trust Company of Boston reports 
resources of $10,782,z89 and deposits of $7,- 
882,785. Capital is $2,500,000; surplus, 
$285,000 and undivided profits, $114,504. 
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TESTING VALIDITY OF TRUST INVEST- 
MENTS UNDER PENNSYLVANIA STATUTE 


An important test case has been instituted 
in Pennsylvania which seeks to clarify the 
question which has disturbed fiduciaries of 
that commonwealth for many years, namely 
whether they can invest in a single bond and 
mortgage of a private corporation of the state 
in view of the restrictions of Article 3 Sec- 
tion 22 of the constitution which provides 
that no act of General Assembly shall author- 
ize the investment of trust funds by execu- 
tors, administrators, guardians or other trus- 
tees in the bonds or stock of any private cor- 
poration and that such Acts now existing 
are voided, except investments thereto made. 
The test case is of wide interest because 
many trust companies have seen fit to invest 
in the single bonds and mortgages of private 
corporations of Pennsylvania with more or 
less confidence in the legality thereof. 

The litigation instituted by the Peoples- 
Pittsburgh Trust Company of Pittsburgh and 
known as the Maroney case, was briefly dis- 
cussed at the recent Pennsylvania trust con- 
ference at Harrisburg by Edward F. Kelly 
who is associated with the trust department 
of the Peoples-Pittsburgh Trust Company. 
It transpires that the Banking Department 
and the Attorney General of Pennsylvania 
have discountenanced trust investments of 
the nature referred to on the ground that 
they contravened the constitutional provision. 
The case brought by the trust company will 
be ultimately carried to the Supreme Court 
so that the question will be answered in a 
definite manner, thus affording investing fidu- 
ciaries a clear standard whereby to conduct 
themselves. 

Upon first impression the question does not 
seem to be particularly intricate. But it is 
so flavored with historical features and rules 
of statutory and constitutional construction 
that the solution is quite difficult due to its 
indeterminate and indefinite nature. At the 
present time the Orphans’ Court of Allegheny 
County has rendered its decision through 
President Judge Trimble, upholding the va- 
liditvy of an investment such as referred to 
made by the trust department of the Peoples- 
Pittsburgh Trust Company in a single bond 
and mortgage of a Pennsylvania corporation. 
A hearing has been had before the Court in 
Bane which consists of the three Orphans’ 
Court judges. Regardless of their disposition 
of the case, it will be carried to the Supreme 
Court. 


Savings banks of Massachusetts report 


combined assets of $2,2S0,481,733. 
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FIRST CITIZENS BANK & TRUST COMPANY 
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Formerly The First Bank & Trust Company, The Citizens Trust Company, 
and, The Utica Trust & Deposit Company—NOW ONE BANK 


ASSETS: $64,304,992.85 


TRUST FUNDS: $37,389,905.87 
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SUCCESSFUL COOPERATION WITH LIFE UNDERWRITERS 


There appear some doubtful expressions as 
to the progress of the cooperative movement 
between trust companies and life insurance 
underwriters to ally fiduciary with insurance 
protection through the establishment of life 
insurance trusts. No such scepticism is en- 
tertained at the Scranton Lackawanna Trust 
Company of Scranton, Pa., according to L. M. 
Korber, the trust officer of that 
institution, who said in the course of a recent 
address at the mid-winter meeting of the 
Trust Division of the Pennsylvania Bankers 
Association : 


assistant 


“In acquiring new trust business the best 
prospects are naturally found among the com- 
mercial bank Inasmuch the 
Seranton Lackawanna Trust Company has 
no banking business, specializing exclusively 


as 


accounts. 


in trusts, we resort to a selected mailing list 
and the cooperation with a few good insur- 
ance underwriters in making direct contact. 
The underwriter recommending the insur- 
ance trust to his clients, as a disinterested 
party had about the same effect in breaking 
down sales the new business 
man finds in a who is a depositor 
in the banking department. Generally with 
most trust companies the new business orig- 
inating through life insurance men is a small 
part of the volume. 


resistance 


as 


prospect 


“Our particular experience shows that ap- 
proximately 45 per cent of our total of new 
business originates from this source. Dur- 
ing the past four years our volume of new 
insurance trusts has not decreased. The rev- 
ocations have been very few. Policies added 
to active trusts have amounted to about 12 
per cent of this year’s volume which seems 
to be a great deal more than the amount re- 
voked and borrowed upon. As a result of 


our policy not to draw wills this volume of 
has gradually decreased and _ for- 
tunately our administrating officers have not 
been rushed with the present demand for 
rewriting. Agency business has shown a 
gradual increase, especially with the women 
who eventually convert it into a living trust. 


business 


“We have become more and more convinced 
that the answer to a man’s problems in pro- 
viding for his family lies in increasing his 
personal insurance, and we endeavor to ¢o- 
operate with his underwriter in influencing 
him to do so when we conscientiously feel 
that the facts warrant such action. The 
mental hysteria leading men to desire a 
guaranty of principal through the insurance 
companies optional settlement has offered 
some resistance which is usually overcome 
by pointing out that an insurance trust con- 
taining Liberty bonds does not require to be 
guaranteed. Can we not at this time point 
out with obvious strength the purchase of 
good bonds at low market prices which will 
conservatively react to the advantage of the 
beneficiaries? The same sum left with the 
insurance company does not increase in value 
with the return of normal trends.” 


Cornelius R. Berrien, vice-president of the 
Central-Hanover Bank & Trust Company of 
New York has been appointed member of a 
committee of the Chamber of Commerce of 
the United ‘States which is studying rehabili- 
tation of the farm industry. 

The Chemical Bank & Trust Company of 
New York has been appointed agent of the 
voting trustees and authorized to issue and 
transfer voting trust certificates for common 
stock of Macmillan National Oil Company. 
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DUKE ESTATE TRUST UPHELD AGAINST 
FEDERAL TAX 

The United States Circuit Court, in a re- 
cent decision, held that a trust created by 
the late James B. Duke is not subject to 
an inheritance tax calculated at $6,000,000. 
In 1917. James B. Duke, created two trust 
funds for the benefit of his daughter. The 
fund to establish the trusts amounted to 
$30,000,000. Mr. Duke died seven years later. 
The United States Government assessed an 
inheritance tax of over $6,000,000 against the 
trust claiming that Mr. Duke had made him- 
self the trustee of the fund and that, there- 
fore, the trust did not become effective until 
after his death. Although Mr. Duke was 
himself the trustee, the evidence showed that 
he used the income of the fund for his 
daughter’s benefit and directed that she 
should receive the principal if she survived 
him. The United States Circuit Court up- 
held a prior ruling of the United States 
Board of Tax Appeals in favor of the estate. 


“Happy Days Are Here Again” was the 
keynote song of a minstrel performance giv- 
en during the recent holiday season by mem- 
bers of the staff of the Mississippi Valley 
Trust Company of St. Louis. 
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DECISION SAVES MILLIONS OF TAXES 
TO NEW YORK STATE 

On December 20, 1932, the Appellate Divi- 
sion of the Supreme Court of New York 
reversed a decision by Surrogate John P. 
O’Brien, now mayor of the city of New 
York, and thus saved the state of New York 
millions of dollars in taxes, which had been 
collected under Article 10 of the Tax Law 
before the new law of 19380 went into effect. 

In the estate of Cole, which consisted 
principally of real estate, the testatrix left 
her property to nieces. Under the provisions 
of Article 10 of the Tax Law, the property 
was taxed to the nieces at 5 per cent on the 
first 2,500 and 6 per cent on the remain- 
ing. The Cole estate claimed that since the 
law provided for an inheritance tax of only 
2 per cent on real estate passing to non- 
residents, the law was unconstitutional be- 
cause it created an illegal classification be- 
tween residents and non-residents. 

The Surrogate decided that the law was 
unconstitutional, but the Appellate Division, 
after reviewing many decisions as to the 
constitutionality of various classifications for 
the purpose of taxation, unanimously re- 
versed the decision of the Surrogate and 
held that the old tax law was constitutional. 
“Unless the classification is arbitrary, ¢a- 
pricious or wholly unreasonable,” said Jus- 
tice Martin, “it will not be held to infringe 
constitutional provisions.” Since the deci- 
sion was unanimous, no further appeal can 
be taken unless the Court of Appeals of New 
York permits an appeal. It seems clear, 
therefore, that the question has been defi- 
nitely settled and will never arise again. 
The new tax law of 1930 has corrected any 
of the possible constitutional defects which 
might exist in the old law. 


TEMPERANCE TEST IN WILL 

The late Thomas Dunn of St. Louis over- 
came literary inhibitions when he disposed 
by a will, fifty-six pages long, of his estate 
valued at three and a half million. Forty-five 
beneficiaries were designated in various parts 
of the country, with the stipulation that the 
executor could relieve any of them of be- 
quests should they prove intemperate. His 
ideas on temperance were adequately given 
in the instrument, for the reason that he did 
not wish the money which he had accumu- 
lated by work and perseverance to be squan- 
dered. Principal of the trust funds set up 
is distributable in 1950 unless previously re- 
voked at the discretion of the executor be- 
cause of moral lapses of the beneficiaries. 
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New York 


OUTSTANDING FACTORS MAKING FOR 
BUSINESS RECOVERY 

It may be considered that in the past six 
months a ground for business recovery has 
been laid that had not existed hitherto in the 
depression. Taking the period in its entirety 
its outstanding characteristics have been 
these: 

1. The contraction of credit has been halt- 
ed, and the volume outstanding is larger at 
the end of the period than at the beginning. 
The financial situation has improved stead- 
ily since early Summer, and the growth of 
confidence in the country’s money and in the 


general solvency of the banking system has 
relieved the pressure on credit and thus re- 


moved one of the causes of deflation. Funds 
have piled up in the centers, available to 
business when trade relationships are re- 
stored. 

2. The decline in business activity has 
been stopped, and the level is higher at the 
end than at the beginning. The third quar- 
ter was a period of improvement and marked 
gains in activity, and the recession during 
the final quarter has been moderate in most 
particulars, not materially exceeding the sea- 
sonal expectation. 

3. The decline in prices was stopped, and 
despite subsequent reactions, stocks and 
bonds hold well above bottom, while com- 
modities are but little under the June low. 

4. The piling up of commodity stocks has 
been checked. Although in the raw mate- 
rials the improvement is not very substantial, 
stocks of manufactured goods in all lines are 
conspicuously low, and much below a year 
ago. 

This is the first half-year period since the 
beginning of the depression of which the fore- 
going could be said. Every other half-year 
has been one of deterioration in some or all 
of the factors cited.—From current issue of 
Economic Review, issued by the National 
City Bank.) 
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GUARANTY TRUST COMPANY MAINTAINS 
PREMIER POSITION 

The Guaranty Trust Company of New York, 
which has for many years maintained the 
premier position among American trust com- 
panies in volume of banking resources, de- 
posits and capital structure, continues to 
hold its leadership. The financial statement 
of December 31, 1932 shows deposits, includ- 
ing outstanding checks, totaling $1,038,778,- 
217.54, which compares with $1,002,027,142.61 
at the time of its last published statement 
September 30, 1932. The company’s capital, 
surplus and undivided profits total $271,233,- 
494.33, consisting of $90,000,000 capital, $170,- 
000.000 surplus and $11,233,494.33 undivided 
profits. The latter figure shows an increase 
of $403,260.89 over the figure published at 
September 30, 1932, and $737,761.42 over the 
figure published at June 30, 1932, but $13,- 
725,544.16 less than the figure published De- 
cember 31, 1931, due to the amount appropri- 
ated by the board of directors out of undi- 
vided profits, as announced June 1, 1932, for 
the purpose of strengthening the reserves 
of the company. 

The company’s total resources are $1,410,- 
786,974.22. Its cash on hand, in Federal Re- 
serve Bank, due from. banks and bankers, 
and its ownership of U. S. Government obli- 
gations totals $724,962,884.58. 


STATEMENT OF NEW YORK TRUST 
COMPANY 
The New York Trust Company maintained 
a strong position through the year. Re- 
sources of $324,222,123 are slightly above the 
figures of a year ago with cash on hand and 
due from banks of $63,760,786: U. S. Govern- 
ment securities $72,208,073; other bonds and 
securities $45,005,949; loans and bills pur- 
chased $124,223,991. Capital is $12,500,000; 
surplus $20,000,000 ; undivided profits $2,019,- 
412; reserves for contingencies $12,500,000 ; 
reserves for taxes, interest, ete., $4,129,109. 
Trustees whose terms expired were re-elected 
at the recent annual meeting. 
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KINGS CouNTY TRUST COMPANY 


342, 344 & 346 Futon St., Borough of Brooklyn, City of New York 





Capital, $500,000.00 Surplus, $6,000,000.00 Undivided Profits $665,000.00 





JULIAN P. FAIRCHILD, President 


WILLIAM J. WASON, JR., Vice-President 
HOWARD D. JOOST, Vice-President 
J. NORMAN CARPENTER, Vice-President 


OPERATIONS OF THE CHASE 
NATIONAL BANK 

The December 31st financial statement of 
the Chase National Bank of New York shows 
combined resources of $1,856,290,381 as com- 
pared with $1,855,617,000 on September 30th ; 
eash in the bank’s vaults and on deposit with 
the Federal Reserve Bank and other banks, 
$391.297,000 as compared with $877,211,000 ; 
investment in United States Government se- 
curities, $214.996,000, as compared with $249,- 
899,000: securities maturing within two 
years, $116,305,000, as compared with $120,- 
394,000 : other bonds and securities, including 
stock in the Federal Reserve Bank, $115,400,- 
000 as compared with $90,371,000; loans and 
discounts, $S887,187,000, as compared with 
$860,924,000. The capital of the bank amount- 
ed to $148,000,000, unchanged ; surplus $100,- 
000,000, unchanged; undivided profits $11,- 
131,000, as compared with $18,335,000; re- 
serve for taxes, interest, contingencies, ete., 
$15,937,000, as compared with $14,541,000; 
deposits, $1,466.039,000, as compared with 
$1,420,221,000. 

Operations of the various departments of 
the Chase were reviewed in the annual re- 
port presented by retiring chairman of the 
governing board, Albert H. Wiggin, as were 
also the financial position of the Chase Se- 
curities Corporation. The trust department 
continued to be a most important division 
of the bank. Through retirement of five di- 
rectors the membership of the board was re- 
duced to seventy-two in number. Six mem- 
bers of the official staff were advanced te 
second vice-president, namely, Norman W. 
Andrews, Carl E. Buckley, Paul F. Cooley, 
William C. Henchy, Hayward A. Hibbard 
and B. Walton Romefelt. A number of other 
promotions were also announced. 5 


Dr. Lewis F. Frissell has been added to the 
board of the Fifth Avenue Bank of New 
York. 


ALBERT I. TABOR, Secretary 

ALFRED W. ABRAMS, Assistant Secretary 
EUGENE L. VAN WART, Assistant Secretary 
CHESTER A. ALLEN, 2nd Trust Officer 


VALUABLE MONTHLY PUBLICATIONS 
BY MANUFACTURERS TRUST COMPANY 

The Manufacturers Trust Company of New 
York should be complimented upon its month- 
ly publications entitled “Corporate Trusts 
and Agencies,” and “Recent Decision Affect- 
ing Wills, Trusts and Taxation.” In these 
publications recent decisions, legislation and 
regulations affecting corporate trusts, the 
transfer and taxation of securities, wills and 
trusts are reviewed. The pamphlets are care- 
fully prepared and are valuable guides to 
those who are confronted with the problems 
growing out of wills, trusts, transfer stamps, 
investments and the like. An attempt is 
made to select from the numerous decisions, 
rules and regulations, the important infor- 
mation which will enable trust officers an 
transfer agents to decide promptly numerous 
questions presented. 


F. A. A. DRAFTS ECONOMY AND 
BUSINESS-GETTING PROGRAMS 
Based upon nationwide suryeys the Finan 
cial Advertisers compiling 
valuable programs of practical value to bank 
and trust advertising and new business men. 
Among latest compilations is a seven-point 
program dealing with the enlistment of bank 
stockholders in cultivating new business. 
Methods of approach suggested include per- 
sonal letters from the president to 
holders; enclosures with dividend checks, 
personal officers, directors and 
new business department, direct mail follow- 
ups and securing larger attendance at an- 

nual meeting of stockholders. 

In accord with the spirit of the times the 
F, A. A. has also drafted a number of pro- 
grams dealing with measures of economy 
applying both to banking and trust business 
as well as advertising budgeting. The latest 
economy program applies to mailing 
which acquires added interest because of the 
increase in postage. 


Association is 


stock- 


contacts by 


costs 
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New York Escrows 


If you have any documents pertaining to New York real 
estate to be placed in escrow pending completion of any 
agreement in New York City, we are equipped to act as 
escrow agent with efficiency and at moderate cost. 


For over forty-eight years, we have been closing real estate 
contracts for our clients and have acquired the necessary 
experience to solve the various difficulties that ofttimes 
arise in connection with real estate. 


Title Guarantee and Trust Company 


176 BRoaDWAY 
New York 








BANKERS TRUST COMPANY OF NEW 
YORK REGISTERS GAINS 

Adverse conditions apparently cannot halt 
the progressive career of the Bankers Trust 
Company of New, York which has required 
large additions to its main building. During 
the past year deposits rose from $558,086,000 
to $621,867,480 and resources from $745,372,- 
000 to $762,609,324 with some variations be- 
tween calls. Among resources the holdings 
of U. S. Government securities increased 
from $297,500,000 to $319,300,000 since the 
September 30th statement with state and mu- 
nicipal bonds increasing from $12,900,000 to 
$26,120,000. Loans and discounts amount to 
$177,000,000. Capital is $25,000,000; surplus 
and undivided profits $77,136,109 as compared 
With $75,020,371 reported at the close of 1931 
after creating a fund of $12,000,000 for con- 
tingencies. Earnings have been well above 
dividend requirements. 

At a recent meeting of the board, William 
L. DeBost was elected a director of the Bank- 
ers Trust Company. He is president and 
trustee of the Union Dime Savings Bank and 
has been foremost in New York civil and 
philanthropic activities. Before coming to 
the Union Dime Savings, Mr. DeBost was 
connected with the real estate firm of Cruik- 


175 REMSEN STREET 
BROOKLYN 


shank & Company in which he still retains a 
directorship. He is also a director of sev- 
eral important financial corporations. 


UNITED STATES TRUST COMPANY LISTS 
INVESTMENTS 

It has been customary for some years for 
the United States Trust Company of New 
York to publish in connection with its finan- 
cial statement at the commencement of each 
year a detailed list of its stock and bond in- 
vestments, showing par value, book price and 
book value. The stock and bond investments 
total at book value $27,696,550 and at par 
value $29,847,000. Ownership of stock is con- 
fined to shares of the Federal Reserve Bank of 
New York and bonds are distributed among 
government, state and municipal, equipment 
trust, railroad, industrial and utility issues, 
affording evidence of conservative and wise 
selection. The statement shows capital, surplus 
and undivided profits of $29,050,746 with de- 
posits $68,592,558. Resources total $98,663,846 
including cash in banks of $25,995,411; bonds 
and mortgages $6,965,331 of which only one 
is in default placed at $110,000; loans on col- 
lateral $30,942,000; bills purchased $4,303,- 
887 and stock and bond investments as set 
forth in detail, $27,696,550. 
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EARNINGS AND OPERATIONS OF THE 
NATIONAL CITY BANK OF NEW YORK 
Judging from the annual report of Charles 
E. Mitchell as chairman of the National City 
Bank of New York, the second largest bank 
of the United States was guided with rare 
good judgment and close attention to econ- 
omy and conservatism. Current operating 
earnings for the year were $21,953,215, or 
about $1,000,000 less than the previous year. 
After application of current reserves, in- 
cluding the customary contingency reserve 
amounting last year to $1,828,023, the net 
income available for dividends was $19,717,- 
191 compared with $20,614,886 for the previ- 
ous year. After payment of dividends 
$5,767,191 was carried to undivided profits. 
During the mid-year there was transferred 
to reserves from undivided profits the sum 
of $8,000,000 and from surplus a further sum 
of $14,000,000, and at the year-end the excess 
of earnings over dividend requirements for 
the last six months was likewise transferred. 
Of the reserves carried in the year-end state- 
ment a substantial amount is unallocated. 
The December 31st statement shows tvtal 
resources of $1,615,.260,568 and deposits 
amounting to $1,299,377,710, the latter figure 
being $85,111,117 in excess of the figures for 
June 30, 1932. The resources include cash 
in vault and in Federal Reserve and due 
from banks and U. S. Treasurer of $300,619,- 
219. Loans, discounts and bankers’ accep- 
tances total $619,791.301. A large portfolio 
of U. S. Government securities is carried 
with total of $364,536,676, with state and 
municipal bonds of $52,808.761; other bonds 
and securities $120,371,217. Capital is $124,- 
000,000 : surplus $76,000,000; undivided prof- 
its $5.454.097 with reserve for contingencies 
of $26,800.650. Dividends paid during the 
year amounted to $13,950,000, representing 
2.25 per share on the 6,200,000 shares out- 
standing. These dividends have been paid 


A 
Sea water swimming pool. 


Attractive American plan 
rates, also European plan. 


Phone Atlantic City, 5-4141 
WM. HAMILTON, Mar. 


this last year entirely by the bank, the af- 
filiated companies being permitted to retain 
all of their earnings. 

The National City Company statement rep- 
resents a conservative appraisal of its status. 
As result of curtailments and economies op- 
erating profits of $463,616 are shown, aug- 
mented by recoveries bringing undivided 
profits to $787,786. The statement shows as- 
sets of $29,887,849, including U. S. Govern- 
ment, state, municipal and other securities of 
$21,406,802. Capital is $11,000,000; surplus 
and undivided profits $9,787,786. 


BANK OF NEW YORK & TRUST COMPANY 

The Bank of New York & Trust Company, 
in its statement of December 31, 1932, shows 
an increase in deposits of over six millions 
as compared with June 30th, making total 
of $104,970,279; increase in total resources 
of approximately seven millions to aggregate 
of $127,279,862. Capital is $6,000,000 with 
surplus and undivided profits of $9,219,825, 
representing an increase of $249,000 as com- 
pared with June statement. Resources in- 
clude cash on hand, due from banks and ex- 
changes $21,599,666; U. S. Government se- 
curities $32,192,927 ; loans and discounts $42,- 
377,077. Established in 1784 and organized 
by Alexander Hamilton, the Bank of New 
York & Trust Company has an enviable rec- 
ord for trust administration carried on 
through generations, 


The Chase Harris Forbes Corporation has 
the distinction of having led all other in- 
vestment banking houses during 1932 in the 
amount of new financing underwritten as 
syndicate head or as participant. 

The North River Savings Bank of New 
York has elected Theodore H. Banks presi- 
dent to succeed Charles Rohe, resigned. Mr. 
Banks has been a member of the board of 
trustees of the institution for twenty years. 
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BROOKLYN TRUST COMPANY 

Resources of $142,377,611 are shown in the 
December 31, 1932 statement of the Brooklyn 
Trust Company, including cash and due 
from banks of $35,284,463; U. S. Government 
bonds $6,730,994; municipal bonds $3,244,716; 
other securities $24,487,267; demand loans 
secured by collateral $29,446,932; time loans 
and bills purchased $28,655,136. Deposits 
amount to $113,286,337. Capital is $8,200,- 
000; surplus fund $8,000,000; undivided 
profits $2,337,112 and reserves of $7,070,916. 

At the recent annual meeting the board 
approved a reduction in membership from 
twenty-eight to twenty-five. The following 
trustees whose terms expired were re-elected : 
Harry M. DeMott, George V. McLaughlin, 
Edwin P. Maynard, William H. English, John 
W. Fraser and John V. Jewell. Permission 
has been granted by the State Banking De- 
partment to move the Prospect Park office 
of the Brooklyn Trust Company, to larger 
and newly equipped quarters at 722 Flatbush 
avenue. During the past year the Brooklyn 
Trust has continued to expand the scope of 
its branch banking facilities and now has 
twenty-seven offices aside from the main 
office. 


EARNINGS OF BANK OF MANHATTAN 
COMPANY 


Earnings of the Bank of Manhattan Com- 
pany in 19382 amounted to $5,102,834, equal to 
$2.55 a share on the 2,000,000 shares out- 
standing. farnings included those of the 
Manhattan Company and its subsidiaries, ex- 
clusive of the New York Title & Mortgage 
Company, the ownership of which has been 
distributed among stockholders, The state- 
ment of December 31st, the first quarterly 
report to be issued since the consolidation 
with the International Acceptance Bank, 
Ine., shows resources of $448,990,085; de- 
posits $352,936,081. Capital is $20,000,000; 
surplus $30,000,000 ; undivided profits $6,889,- 
181; reserves for contingencies $10,679,346. 


ROCHESTER TRUST & SAFE DEPOSIT 
COMPANY 


> 


Total resources of $46,232,000 are reported 
by the Rochester Trust & Safe Deposit Com- 
pany of Rochester, N. Y., under date of De- 
cember 31st, including cash on hand and in 
banks $6,567,000; U. S. Government and mu- 
nicipal bonds $3,649,760; bonds and mort- 
gages $12,849,000; other bonds $7,394,000; 
demand loans -$11,363,000 and time loans 
$1,038,474. Deposits total $41,173,000. Capi- 
tal is $1,000,000; surplus and undivided prof- 
its $3,250,000, reserves $808,427. 
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CENTRAL HANOVER BANK & TRUST 

Earnings of the Central Hanover Bank & 
Trust Company of New York during the 
past year, before charge-offs held up most 
gratifying and were substantially in excess 
of dividend requirements. The December 
sist statement shows increase of $64,000,000 
in deposits as compared with the June 30, 
1932 statement, bringing total to $594,220,198 
with resources of $713,362,860 representing 
increase of $53,000,000 as compared with the 
June statement. Capital is $21,000,000; sur- 
plus $60,000,000; undivided profits $9,031,- 
231; reserve for taxes, interest accrued, etc., 
$3,381,903. 

At the annual meeting Milton Ferguson, 
vice-president and secretary, was elected a 
trustee to succeed the late Henry W. Howe. 


EARNINGS AND GROWTH OF 
MANUFACTURERS TRUST COMPANY 
At the annual meeting of shareholders of 

the Manufacturers Trust Company of New 
York those in attendance adopted by rising 
vote a resolution commending the adminis- 
tration of Harvey D. Gibson and also paying 
tribute to his community service as head of 
the New York Unemployment Relief move- 
ment. Operations of the year, especially 
since the absorption of the Chatham Phenix 
National Bank in February, have been most 
satisfactory in the face of adverse condi- 
tions. Earnings amounted to $5,297,000 as 
compared with $4,129,000 in 1931. Earnings 
were equivalent to one and two-thirds times 
annual dividend and showed a rising ten- 
deney. The financial statement of December 
81st shows deposits of $392,213,085 as com- 
pared with $3874,357,713 on September 30th, 
with resources of $494.953,453 representing 
increase of nearly 20 millions during the last 
quarter. Capital is $32,935,000 with surplus 
and undivided profits of $20,297,488 and re- 
serves of $19,461,968. 
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WILLIAM E. PURDY RETIRES FROM 


CHASE NATIONAL 

William E. Purdy, who recently retired as 
vice-president of the Chase National Bank 
of New York, has a host of friends in Ameri- 
can banking circles. He came to the Chase 
in 1890 when the bank specialized in reserve 
accounts and correspondent relations. In 
the course of years Mr. Purdy came to know 
most of the active bankers of the country. 
He attended twenty-eight consecutive conven- 
tions of the American Bankers Association 
and was also a familiar figure at many of 
the state bankers’ association gatherings. 
Virtually thousands of bankers coming to 
New York every year from interior points, 
habitually called upon Mr. Purdy. 

Mr. Purdy devoted himself to the inter- 
ests of the Chase National with a zeal that 
was an inspiration to his associates. Through 
all the changes of the years he always re- 
mained the same in his friendly and helpful 
attitude. He had a sympathetic understand- 
ing for the younger members of the craft and 
was a charter member of the New York 
Chapter of the American Institute of Bank- 
ing and of the Association of Reserve City 
Bankers. He also served as a member of the 
Executive Council of the American Bankers 
Association and on a number of its commit- 
tees. Mr. Purdy retires at the age of 65. 





WLLIAM E. PurRDY 


OPERATIONS AND EARNINGS OF NEW 

YORK TITLE & MORTGAGE COMPANY 

The New York Title & Mortgage Company, 
of which Frederic J. Fuller is president, ren- 
ders a report of its operations for the past 
year showing gross income of $7,666,510 and 
net earnings of $3,792.431 after deducting ex- 
penses of $3.874,078. Dividends of $900,000 
were paid during the year. After reserve 
for taxes and for inventory adjustments on 
U. S. Government bonds and other securities, 
as well as appropriation of $2,209.215 to gen- 
eral reserve, the item of undivided profits 
remains at $11,434,288 and substantially in 
excess of the undivided profit account carried 
over from the previous year. This statement 
does not include subsidiary companies. The 
New York Title & Mortgage Company reports 
total assets of $68,304,487 with capital of 
$20,000,000 and surplus $20,000,000. The 
company has outstanding guaranteed mort- 
gages and certificates amounting to $706,677,- 
259, being less than fourteen times capital 
funds. 

Robert E. Simon and William P. Clark 
have been elected directors. Harry A. Cotter, 
assistant vice-president, has been placed in 
charge of that company’s office in Jamaica. 


EMPIRE TRUST COMPANY 

The Empire Trust Company of New York 
substantially increased its holdings of gov- 
ernment, state and municipal securities dur- 
ing the past year. The December 31st state- 
ment shows total assets of $68,904,085 with 
cash in vault and banks of $19,083,148; U. 8. 
Government, state and municipal securities 
$9,703,263: bonds and other — securities 
$5,484,228. Deposits amount to $58,898,276. 
Capital is $6,000,000; surplus and undivided 
profits $3,188,562 and reserves of $690,378. 
The Empire shows an addition to surplus 
over the previous year. 


MARINE MIDLAND TRUST COMPANY 
Total resources of the Marine Midland 
Trust Company of New York as of December 
3lst amounted to $88,300,000, as compared 
with $89,600,000 at the end of September, 
while deposits now stand at $61,900,000, prac- 
tically unchanged for the three-month pe- 
riod. Cash and due from banks rose from 
$12,400,000 to $15,700,000, while holdings of 
xovernment obligations increased from §$14,- 
000,000 to $16,300,000. Surplus was reduced 
between the two dates from $6,000,000 to 
$5,000,000, undivided profits from about 
$1,100,000 to a little less than $550,000, while 
reserves rose from $2,100,009 to $3,200,000. 


| 
i 
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EARNINGS OF FULTON TRUST COMPANY 

Actual earnings of the Fulton Trust Com- 
pany of New York for the past year were 
$392,910, or $19.64 a share, compared with 
earnings of $306,615 or $15.33 a share during 
1931. Dividends paid last year amounted to 
$240,000 leaving $152,910 earried to undi- 
vided profits. Resources at the year-end 
amounted to $21,374,248 with deposits of $16,- 
250,167. Trust operations have been most 
satisfactory. Capital is $2,000,000; surplus 
$2,000,000 and undivided profits $1,003,049. 

Edmund VD. Rogers, president of the trust 
company, states that the company maintained 
a strong liquid position. “Our investment 
account consists of high-grade securities, 
98% per cent of which are domestic,” he 
added. “The average deposits of the com- 
pany, during the year, held steadily and in 
the trust department the assets, including 
custody accounts, have increased 1.3 per cent 
during the year and in the last five years 
show an increase of 140.2 per cent.” 

Charles Scribner, president of Charles 
Scribner Sons, publishers, was elected a di- 
rector of the company. Mr. Scribner’s father, 
the late Charles Scribner, was a director of 
the company for fourteen years. 


HUGH BLAIR-SMITH 

The executive management of the Ameri- 
can Telephone & Telegraph Company mourns 
the loss of one of its most valued officials. 
Hugh Blair-Smith, treasurer of the company 
since 1921, died recently at the Englewood 
Hospital in New Jersey following an opera- 
tion, at the age of fifty-six. His entire busi- 
ness career was in association with the Bell 
Telephone System, He was born in Nash- 
ville, Tenn., and began with the Cumberland 
Telephone Company of that city in 1894. He 
was also a director of the Bell Telephone 
Securities Company, the Chase National 
Bank and the National Shawmut Bank of 
Boston. He was one of the incorporators 
and a director of the new Equitable Trust 
Company, formed in 1930 to keep the name 
alive after the old Equitable Trust Company 
was merged with the Chase National Bank. 

Another loss sustained is the death of 
Union Noble Bethell, who played an impor- 
tant part in the organization and develop- 
ment of the telephone industry. When he 
retired in 1919 he was senior vice-president 
of the American Telephone & Telegraph 
Company as well as president of the New 
York Telephone Company. At the time of his 
death he was president of the First National 
Bank of Montclair, N. J. 


JOHN F. KELSEY ADDED TO BOARD OF 


TITLE GUARANTEE & TRUST COMPANY 
Liquid resources of the Title Guarantee & 
Trust Company of New York show substan- 
tial increase in the December 31st summary 
of financial condition. Combined resources 
stand at $72,068,995. Deposits total over 
$37,000,000. Capital is $10,000,000; surplus 
$20,000,600; undivided profits $467,092 and 
reserve for contingencies $3,363,500. 

President Clinton D. Burdick of the Title 
Guarantee & Trust Company, in his annual 
report, cites that net earnings during 1932 
show some decrease from the previous year, 
they were sufficient to cover entire dividends 
and leave a substantial sum for undivided 
profits. Earnings from the trust depart- 
ment were very satisfactory, although fall- 
ing a little below the banner year of 193 
with number of ‘trust accounts showing good 
increase. Title losses were $123,486 com- 
pared with $106,336 the previous year. The 
company sold to investors during the year 
mortgages in the amount of $59,359,086, upon 
which the associated Bond and Mortgage 
Guarantee Company guarantees the pay- 
ment of principal and interest. The close of 
the year found the company with practically 
no mortgage commitments, the total being 
less than $100,000. The banking department 
also made a good record despite low interest 
rates. 

At the annual meeting of the stockholders 
of the Title Guarantee & Trust Company the 
following trustees whose terms expired were 
re-elected: Robert S. Brewster, Darwin R. 
James, Harry B. Lake, C. Walter Nichols, 
James H. Post, Walter N. Rothschild, Henry 
Silleocks and Charles L, Tyner. 

John F. Kelsey was added to the board. 
He is at present assistant treasurer of the 
company and is the son of Clarence H. Kel- 
sey, the founder of the Title Guarantee & 
Trust Company, who was president of the 
company for many years and chairman of 
the board at the time of his death in April 
1930. 

At the organization meeting of the trustees 
the present officers of the company were re- 
elected. Clinton D. Burdick continues as 
president and Frederick P. Condit as execu- 
tive vice-president. 


Earnings of the Commercial National Bank 
& Trust Company of New York during the 
past year were $1,203,391 after reserves for 
taxes, ete., but before reserves for contin- 
gencies and dividends. The bank reports to- 
tal resources of $89,292,000. 
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PROMOTIONS AND CHANGE OF TITLE 

AT M. & T. TRUST COMPANY OF 
BUFFALO 

Stockholders of the M. & T. Trust Com- 
pany of Buffalo have approved the recommen- 
dations of the directors to restore the title 
to Manufacturers & Traders Trust Company, 
instead of continuing the abbreviation. The 
M. & T. Trust Company was organized in 
1856 as the Manufacturers & Traders Bank, 
and became the Manufacturers & Traders 
National Bank in 1902 when a national char- 
ter was acquired, When the bank was 
merged with the Fidelity Trust Company in 
1925 the name was changed to Manufacturers 
& Traders Trust Company, which was sub- 
sequently shortened to the M. & T. Trust 
Company. 

Announcement is made by the M. & T. of 
the election of John N. Garver, Jr., William 
J. Wilcox and George M. Thomson as vice- 
presidents. W. Chester Brasuell has been 
designated assistant secretary. Mr. Garver 
joined the bank in 1926 and has been manager 
of the business extension department since 
entering the organization. He has been ac- 
tive in civie and charitable affairs of the 
city. Mr. Thomson, manager of branches, 
has been with the company since 1919. Mr. 
Wilcox entered the bank as a messenger boy 
in 1909 and has risen through the ranks. 


JOHN N. GARVER, JR. 


WILLIAM J. WILCOx 
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Mr. Brasuell entered the bank in 1928 and 
has been with the bond department as as- 
sistant manager. 

The December 31st statement of the M. & T. 
Trust Company shows resources of $123,945,- 
030 and deposits $96,976,616. Capital is 
$6,000,000; surplus $12,000,000; undivided 


profits $1,212,118 and reserves $6,877,886. 


MARINE TRUST COMPANY OF BUFFALO 

The Marine Trust Company of Buffalo has 
experienced steady growth and activity dur- 
ing the year. Trust department operations 
have been remarkably successful considering 
general conditions. A considerable stimulus 
to new business came from the members of 
the Marine Employees Sales Club. A summary 
shows that the members of this organization 
secured during the year twenty-three trust 
appointments totaling $1,069,000; 662 thrift 
accounts with total of $593,844; 289 checking 
accounts with total of $152,437,000: forty- 
four increased balances of $96,191 and eighty- 
six safe deposit rentals, aside from other new 
accounts. 


Dr. Julius Klein, Assistant Secretary of 
Commerce at Washington, will join the staff 
of the Irving Trust Company of New York 
after March 4th. 


GEORGE M. THOMSON 


Elected Vice-presidents of the M. & T. Trust Company of Puffalo. 
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CHEMICAL BANK ABSORBS AFFILIATE 

Plans for absorption of the Chemical Se- 
curities Corporation, affiliate of the Chemical 
Bank & Trust Company, were approved at 
the annual meeting of the shareholders. The 
December 31st statement of the Chemical 
Bank & Trust Company shows resources of 
$425,241,148 with deposits of $3824,457,852. 
Capital is $21,000,000; surplus $40,000,000 
and undivided profits $5,412,501. Reserves 
for taxes, interest, ete., are shown of $12,- 
794,809. Deposits reveal an increase of near- 
ly $26,000,000 during the past year. 

After charging to earnings account all ex- 
penses, pensions, and charging off losses and 
setting up tax and other reserves, the disposi- 
tion of the balance of the year’s earnings 
was as follows: Dividends amounting to 18 
per cent on the shares of the bank, $3,780,000 ; 
reserve for contingencies, $1,783,- 
256.98; reduction in book yalue of banking 
houses, $300,000; subscription Emergency 
Unemployment Relief, $25,000; added to un- 
divided profits, $653,669.26. 

The Chemical operates thirteen branches 
in New York, an office in London and one in 
Berlin, Germany. The bank is owned by 
138.147 shareholders. 


special 


“Selling by Employees” is the subject of a 
forty-eight page printed report recently is- 
sued by the policyholders’ service bureau 
of the Metropolitan Life Insurance Company, 
describing employee-selling experiences of 
wholesale, retail and manufacturing organi- 
zations. 
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Postal savings banks of the United States 
show total deposits of $868,097,747, an in- 
crease of $13,280,000 during the month of 
October. 
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GROWING COMPLEXITY OF FIDUCIARY 
INVESTING 


(Continued fron page 15) 
tion of these two fiduciary obligations, ap- 
parently to some extent in conflict, may be 
characterized as enlightened expediency. 

The question of expediency in the choice 
to increase the productivity of their funds 
arise in case the trustees felt bound to attain 
the nearest approach to perfect security, as 
typified by United States Government bonds. 
But apparently there are nowadays few, if 
any, who interpret their primary obligation 
so strictly. The average trustee is concerned, 
not solely with eliminating risk, but also with 
reaching a wise decision as to the amount of 
risk that may be properly accepted in order 
to maintain or expand income. 

From the point of view of the average 
beneficiary today, the amount of current in- 
come derivable from invested assets is a 
matter of vital importance. So, no matter 
how highly safety may be valued in the ab- 
stract by conservative trustees, none can en- 
tirely ignore rates of income. Those aiming 
to increase the productivity of their funds 
may properly prescribe in their investment 
policies the limits of the risks to be incurred. 


Constructive Policy in Handling Trust Funds 


With sufficient knowledge of money mar- 
kets, of individual securities, of industrial 
developments, of underlying economic forces, 
it should be possible for trustees to make 
of each trust fund an efficient instrument for 
securing, under normal conditions, regular 
and increasing income without incurring se- 
rious risk. In contrast with the passive 
policy of many trustees, who are content to 
hold the position of preferred creditors, there 
may be equal virtue and far greater efficiency 
in actively following a constructive policy di- 
rected toward making a fund more produc- 
tive. 

For the thirty universities and colleges in 
the Composite Fund, the annual current re- 
turn based on semi-recent market values, was 
6.19 per cent—the rate of return on bonds 
being 5.79 per cent, on preferred stock 7.40 
per cent, and on common stocks 7.24 per cent. 
This rate of income would, of course, vary 
with the market value upon which it is based. 
Consequently, it has since been materially 
higher as markets have declined more rapidly 
than the actual income received. The 6.19 
per cent return does not in any sense represent 
the return on the ledger value of the assets 
or the rate at which the investments were 
originally made. 
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Current Return on Types of Investment 

The current return of each class of invest- 
ment in the Composite Fund, compares as 
follows by fields of investment: 
Preferred 

Stock 

§ 40% 


Common 
Stock 


Field Bonds 
5 11.21% 


Railroad. . §.86% 


3 
Public Utility..... 5.58 6.97 6.85 
7.57 6.91 


Industrial......... 6.54 
U.S. Government.. .99 
U.S. Municipal.. . 84 
ea .50 
Real Estate....... .38 


Bank and Insurance 56 


Composite average. 5.79% 40% 24% 
Shrinkage in Dollar Income 

The actual shrinkage in the dollar income 
received in 1932 on securities held in the 
Composite Fund was substantial, as com- 
pared with that of the year 1931. It was 
particularly severe in common stocks, rail- 
road preferred stocks, bonds and preferred 
stocks of holding and investment companies, 
real estate bonds, and many foreign obliga- 
tions. Unfortunately, the threat of still fur- 
ther and more extensive defaults, is present 
at the time this is written. Many trustees, 
noting the unfavorable effects of the depres- 
sion on their holdings, have questioned the 
adequacy of the investment policies pursued 
hitherto. Though these may have served 
well throughout a period of prosperity which 
culminated in a monstrous boom, doubt has 
naturally arisen as to their efficacy during 
an economic dislocation so severe as to dis- 
tort the financial relations of the world. 

During the past three and a half years, 
economie changes have so radically altered 
investment conditions as to add to the com- 
plexity of fiduciary investing and to indi- 
eate that ready adaptibility to new require- 
ments is one of the most vital characteristics 
of an efficient investment policy. Today, 
policies, like securities, must be judged by 
intrinsic merit and by fitness to meet specific 
but changing needs. Conservation of prin: 
cipal and maintenance of income which is so 
difficult during these troublesome times, may 
require decisive action along lines differing 
materially from those followed in times of 
general prosperity. 
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Alan W. Bowers and W. Harry Bloor have 
been elected vice-presidents of the Trenton 
Trust Company of Trenton, N. J. 

W. P. Walker, former vice-president of the 
Akron Credit Corporation, also former vice- 
president and trust officer of the Ohio State 
Bank & Trust Company, has been elected 
vice-president of the Commercial Bank & 
Trust Company at Akron. 
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Philadelphia 


Special Correspondence 


HOPEFUL ATTITUDE IN PHILADELPHIA 
BANKING AND BUSINESS CIRCLES 


the general sentiment which 
Philadelphia business and bank- 
ing circles, with that which persists in the 
purlieus of Wall street, New York, the con- 
clusion is decidedly in favor of the Quaker 
city. Philadelphia has had and is still 
wrestling with its own peculiar brand of 
difficulties. The important fact is that they 
are frankly recognized and courageously met. 
The real estate mortgage loan situation is 
perhaps the biggest local problem and that 
is bound to yield to adjustment and common 
sense compromise rather than blind resort 
to extremes of foreclosure and bankruptcy 
proceedings. The general industrial and busi- 
horizon is clouded as elsewhere, but 
there are rifts which presage brighter skies 
during 1955. In the banking field the prime 
that confidence 
lished following the 
the previous year. 

A tribute must be paid to the excellent 
manner in which the state banking depart- 
ment of Pennsylvania under Dr. William D. 
Gordon, is handling the liquidation of banks 
and 
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conserving assets for depositors, both 
locally and throughout the commonwealth. 


Most noteworthy is the striking way in which 
trust business has increased with practically 


all of the larger trust companies reporting 
substantial increase in volume of individual 
trust and estate accounts. The spirit of 


hopefulness finds reflection in the views ex- 
pressed by leading bankers. 
Jr.. president of the 
Bank, says: 

“Let’s forget 1982 and look forward with 
confidence to the New Year: see if we can- 
not put more sense into business; stop ecut- 
ting prices and let the other fellow live. We 
will then be surprised to find how much bet- 
ter the business outlook will appear. We 
have many years yet to live as a nation, and 
as citizens of this great country we must 
make the most of the unusual facilities and 
opportunities that are ours for enjoying peace 
and happiness.” 

Harry J. Haas, vice-president of the First 
National and former president of the Amer- 
ican “Money is 
cheap and there are abundant reserves. The 
trouble lies in the lack of proper demand 
for funds. Banks have been urged to in- 
crease their loans to help business. The type 
of borrower who is able to pay will only 


Joseph Wayne, 
Philadelphia National 


sJankers Association, says: 
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The Real Estate 
Trust Co. 


of Philadelphia 


Solicits Deposits of Firms, 
Corporations and Individuals 


Interest Allowed 


Is fully equipped to handle all 
business pertaining to a Trust 
Company, in its Banking, Trust, 
Real Estate and Safe Deposit 
Departments. 


SAMUEL F. Houston, President 












































































































































porrow when funds can be profitably used. 
This class is naturally hesitant while the 
large volume of would-be borrowers’ demand 
originates from a desire to secure bank funds 
to replace other forms of obligations.” 

H. W. Goodall, president of the Trades- 
mens National Bank and Trust Company 
“Much has been accomplished during 
1932 which will lead to improved business 
conditions. Gold, which was withdrawn by 
European countries, has returned in volume 
and excess banking reserves are now await- 
ing to be used. Indices show that business 
has become more stable. We are today stand- 
ing on a sounder economic foundation.” 

Paul Thompson, president of the Corn Ex- 
change National says: “This New Year will 
be one of quiet reconstruction of the world’s 
business edifice. There will be nothing spec- 
tacular about the recovery and there should 
not be. If all of us are careful not to ‘rock 
the boat’ we shall sail out into smoother 
waters before this date one year hence.” 


says: 


The Central-Penn National Bank of Phila- 
delphia reports banking resources of $55,551,- 
587 and deposits $44,437,027. 

The First National Bank & Trust Company 
of Bethlehem, Pa., has taken over the Lehigh 
Valley National Bank. 
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EARNINGS AND STRONG POSITION OF 

GIRARD TRUST COMPANY 
The conservative policies which have al- 
Ways characterized the management of the 
Girard Trust Company of Philadelphia dur- 
ing its long career covering a period of 
nearly a century, were distinctly in evidence 
during 1932. Net profits for the fiscal year 
ended November 30, 1932 amounted to $1,905,- 
654. 

It is noteworthy that the volume of trust 
funds held by the Girard Trust Company in- 
creased $76,311,265 from a total of $861,824,- 
548 at the close of the fiscal year November 
30, 1931 to $938,135,810 at the close of the 
past calendar year. This follows upon an in- 
crease in trust funds of $48,000,000 during 
the fiscal year of 1931. Corporate trusts ag- 
gregate $1,343,653,890. Banking resources 
amounted on December 31, 1932 to $102,720,- 
599 included strong cash position and $39,- 
198,000 of U. S. Government securities. De- 
posits of $83,739,887, reflect a gain of $1,687,- 
000. Capital is $4,000,000; surplus $9,000,- 
000; undivided profits $1,012,309 with reserve 
against depreciation of securities and other 
contingencies of $4,001,165, 


George Stuart Patterson of George H. 
McFadden & Brothers has been elected a 


member of the board of managers of the Gi- 
rard Trust Company. 


STRONG POSITION OF THE 
PENNSYLVANIA COMPANY 

The Pennsylvania Company for Insurances 
on Lives and Granting Annuities, which has 
completed the 120th year of its corporate ex- 
istence since 1812, maintains its outstanding 
position among trust institutions of the coun- 
try. Personal trust funds at the close of 
1932 registered an aggregate of $843,186,760, 
representing an increase of $4,126,000 during 
the past year and of over $86,000,000 during 
the year 1931. Corporate trusts aggregate 
$1,827,387,323. Banking resources total $248,- 
536,093, the largest reported by Philadelphia 
trust companies, and reflect a strong, liquid 
position. Capital is $8,400,000; surplus $17,- 
000,000; undivided profits $1,279,524 and the 
substantial sum of $10,000,000 maintained as 
reserve for contingencies. Deposits amount 
to $204,000.671, an increase of nearly $14,- 
000,000 during the past year. 


A number of Philadelphia banks and trust 
companies have lowered the rate of interest 
paid on savings deposits from 3 to 2% per 
cent. 

The Frankford Trust Company of Phila- 
delphia reports an increase in trust funds to 
$9,674,800. 
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EARNINGS AND STATUS OF 
PHILADELPHIA NATIONAL BANK 
The Philadelphia National Bank, which 
was organized in 1803 and therefore cele- 
brates this year its 130th anniversary, en- 
ters the new year in a very strong and well 
adjusted position. Earnings for 1932 amount- 
ed to $4,572,000 as compared with $4,754,145 
the previous year. Dividend distributions 
ealled for $3,500,000. In his annual report 
President Joseph Wayne, Jr., directed ad- 
justment of the balance sheet by the trans- 
fer of $12,000,000 from the surplus account. 
Of this amount $3,516,241 is to be used to 
charge off losses on loans and other accounts; 
$2,500,000 to be used in reduction of invest- 
ment account and the remaining $5,983,758 
added to reserve for general contingencies, 
increasing that fund to $6,983,758. As a re- 
sult of these adjustments the capital is $14,- 
000,000; surplus $16,000,000 and undivided 
profits $1,930,654. These figures do not in- 
clude $2,336,793 capital, surplus and undi- 
vided profits of the Philadelphia National 
Company in which stockholders of the bank 

have a beneficial interest. 

A study of the December 31, 1932 financial 
statement of the Philadelphia National Bank 
emphasizes the dominant position of this in- 


stitution among Philadelphia and Pennsyl- 
vania banks and as a correspondent for 


banks throughout the country. Banking re- 
sources total $3839,342,326. Cash and due 
from banks amounting to $98,117,998 is equal 
to 34 per cent of deposits aggregating $287,- 
304,511 and represents increase in that item 
of $20,000,000 during the year. U.S. Govern- 
ment securities of $70,653,873 is $26,000,000 
higher and represents nearly 25 per cent of 
deposits. Deposits register an increase dur- 
ing the year of $37,000,000. 
ELECTED A DIRECTOR OF FIRST 
NATIONAL BANK 

Walter D. Fuller, vice-president of the Cur- 
tis Publishing Company, has been elected a 
director of the First National Bank of Phila- 
delphia. Announcement is also made of the 
election of Livingston E. Jones, president of 
the First National, as a trustee of the Penn 
Mutual Life Insurance Company. The finan- 
cial statement of the First National shows 
total resources of $78,161,351 with deposits 
of $66,248,801. Capital is $3,111,000; surplus 
$4,000,000 ; undivided profits $823,502 and re- 
serve for contingencies $1,700,000. 





The Corn Exchange National Bank & Trust 
Company of Philadelphia reports banking re- 
sources of $90,858,923 and deposits of $72,- 


479,223. 
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EARNINGS OF REAL ESTATE 
TRUST COMPANY 

The Real Estate Trust Company of Phila- 
delphia reports for the year ended October 
31, 1932 net earnings of $188,516. Samuel F. 
Houston, president, in his report to stock- 
holders, “Your board of directors 
have pleasure in reporting the continued suc- 
cessful operation of your company despite 
the curtailment of all business during this pe- 
riod—a condition that has been world-wide. 
The total value of your securities continues 
above the book value—a gratifying condition. 
The dividends you have received ($184,047) 
have been earned.” 


Says: 


ELECTED VICE-PRESIDENT OF 
PROVIDENT TRUST COMPANY 
At a recent meeting of the board of direc- 
tors of the Provident Trust Company Wil- 
liam R. K. Mitchell was elected a vice-presi- 
dent of the company, Mr. Mitchell came to 
the Provident from the Wharton School 
nearly twenty years ago. In 1924 he was 
appointed assistant treasurer of the company 
and in 1928 was appointed treasurer—a _ po- 
sition which he still holds. Mr. Mitchell was 
engaged in active service as a captain in the 
World War. 


Won. R. K. MITCHELL 


Who has been elected a Vice-president of the Provident 
Trust Company of Philadelphia 
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TRUST FUNDS INCREASE AT FIDELITY- 
PHILADELPHIA TRUST COMPANY 

The net volume of trust funds administered 
by the Fidelity-Philadelphia Trust Company 
at the close of the past year, aggregating 
$995,858,608 and close to a billion dollars, 
represents and increase during 1932 of over 
$75,000,000 as compared with an increase of 
$30,000,000 in 1931 and of $42,000,000 during 
1930. Corporate trusts total $782,484,970. 
Banking resources as of December 31, total 
$112,109,580, including $11,732,353 cash on 
hand and in banks; loans, $35,171,408 and 
investment securities owned of $57,117,798. 
Deposits total $84,328,087, an increase of 
nearly two million during the year. Capital 
remains at $6,700,000 with surplus of $15,- 
000,000; undivided profits, $1,419,888 and the 
sum of $3,010,000 reserve against deprecia- 
tion of securities, ete. 


MARKET STREET NATIONAL BANK 
SHOWS GAINS 

The Market Street National Bank of Phil- 
adelphia has maintained a fine record of serv- 
ice and stability during the past year, The 
financial statement at the close of 1932 shows 
combined assets of $30,392,205, an increase of 
over two millions, including cash and due 
from banks $6,679,154; U. S. Government se- 
eurities $6,075,303; marketable securities 
$6.06 loans and discounts $11,536,000. 
Deposits increased over two millions to $24,- 
748,957. Capital is $1,000,000: surplus and 
net profits $4,109,287. 


TRADESMENS NATIONAL BANK AND 
TRUST COMPANY 
Substantial gains in both banking and trust 
features are shown by the Tradesmens Na- 
tional Bank & Trust Company of Philadel- 
phia. Trust funds have increased to total of 
$43,858,821 with corporate trusts of $50,195,- 
700. Banking resources amount to $39,322,- 
909, with deposits of $28,344,208. Capital is 
$3,300,000: surplus $3,300,000; undivided 
profits and reserves $1,586,104. 


TRUST COMPANY CONTRIBUTIONS TO 
LOCAL RELIEF 
Banks and trust companies of Philadelphia 
have been among the most liberal contribu- 
tors to local relief and unemployment funds. 
The Girard Trust Company recently added 
$15,000 to the original gift of $35,000, making 
total of $50,000 to the United Campaign 
Fund. A similar contribution is credited to 
the Fidelity-Philadelphia Trust Company. 
Other banks and trust comnanies have also 
made substantial contributions. 
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TRUST GAINS SHOWN BY INTEGRITY 
TRUST COMPANY OF PHILADELPHIA 
The Integrity Trust Company of Philadel- 

phia reports at the close of last year total 

individual trust funds of $41,690,255, rep- 

resenting an increase of well over one and a 

half million during the year, with corporate 

trusts amounting to $88,735,500. The finan- 
cial statement of December 31, 1932 shows 
combined resources of $59,427,768, including 

cash and due from banks of $4,235,282; U. S. 

Government securities $4,263,523 ; other bonds 

and investments $19,809,492: loans $27,596,- 

278. Deposits aggregate $44,486,039. Capital 

is $2.987.920: surplus $8,000,000; undivided 

profits $1,000,329 with reserve for contingen- 
cies amounting to $2,500,000. The Integrity 
maintains seven offices, including its main 
office at Sixteenth and Walnut streets. Wal- 

ter K. Hardt is president and William G. 

Semisch, treasurer. 

REAL ESTATE-LAND TITLE AND 
TRUST COMPANY 

An increase from $173,352,675 to $175,034,- 
668 in individual trust funds during the past 
year is recorded by the Real Estate-Land Ti- 
tle & Trust Company of Philadelphia with 
corporate trusts amounting to $239,545,100. 
Banking resources total $55,665,701 with 
strong cash and liquid classifications. De- 
posits amounted at close of last year to $31,- 
245,914. Capital is $7,500,000; surplus $12,- 
000,000: undivided profits $1,719,803; re- 
serves for interest and deposits, taxes and 
contingencies $1,065,670. 

At the annual meeting of stockholders of 
the Real Estate-Land Title & Trust Company 
retiring directors were re-elected, with the 
exception of Eugene W. Fry and Ralph H. 
North. who resigned. The vacancy caused 
by death of John C. Lowry was not filled. 
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CONSERVATIVE POLICIES OF THE 
PROVIDENT TRUST COMPANY 

Noteworthy is the statement of President 
Parker S. Williams of the Provident Trust 
Company of Philadelphia, in reporting net 
profits of $668,706 for that company during 
the past year, that “all listed bonds and 
stocks are carried at market or book value, 
whichever is lower” and that “inactive secu- 
rities, loans and ‘other real estate’ are carried 
at appraised or book value, whichever is low- 
er.” Comparative statements show that dur- 


ing the past year individual trust funds in- 
creased from $274,490,864 to $291,087.560 and 
as compared with total of $236,134,720 at che 
Corporate 


close of 1929. 

$81,968,946. 
Combined banking resources of $50,308,- 
774 at close of year includes cash on hand 
and in banks of $6,068,310: U. S. Goverr- 
ment bonds $9,333,847: loans $11.732,186, 
D Capi- 


trusts aggregate 


other bonds and stocks of $15,533,843. 
tal stock continues at $3,200,000 and surplus 
fund of $12,260,000; undivided profits $1,403,- 
427 and reserve for contingencies $750,000. 
Deposits total $31,967,891, a gain of $1,342,- 
000. casita 

Arthur P. Houser has been elected presi- 
dent of the Security Trust Company of 
Emaus, Pa., succeeding the late Clayton C. 
Kratzer. 

The Security Trust Company and _ the 
Stroudsburg Trust Company of Stroudsburg, 
Pa., have been merged with Frank B. Mi- 
chaels as president. 

The Chester-Cambridge Bank & Trust Com- 
pany of Chester, Pa., reports banking re- 
sources of $11,216,603 and individual trust 
funds amounting to $16,661,766. 

Joseph Wayne, Jr., president of the Phila- 
delphia National Bank, has been elected pres- 
ident of the Philadelphia Clearing House. 
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Surplus and 
Undivided Profits 
Dec. 31, 1932 
$16,419,888.13 
1,643,726.02 
3,111,253.19 
10,012,309.27 
2,618,456.78 


Deposits Par 
Dec. 31, 1932 Value 
$84,328,087.61 100 
6,432,514.61 10 
14,266,788.37 10 
83,739,887.74 10 
9,532,975.69 10 
9,000,329.76 44,486,039.41 10 
2,183,346.87 8,207,796.95 50 
1,395,722.30 5,582,239.63 50 
2,323,465.07 15,808,524.19 10 
1,392,736.81 4,692,833.92 50 
3,320,328.02 9,197 ,870.60 100 
18,279,524.64 204,000,671.07 10 
13,663 ,427.00 31,967,891.75 100 


Capital 
Fidelity-Philadelphia Trust Co........ $6,700,000 
Frankford Trust Co 500,000 
Germantown Trust 1,400,000 
Girard Trust Co 4,000,000 
Industrial Trust Co 882,250 
NT Nd cw ko baie aa eee 2,987,920 
Kensington-Security Bank & Trust.... 1,300,000 
Liberty Title and Trust 1,000,000 
Ninth Bank and Trust 1,375,000 
North Philadelphia Trust 500,000 
EEE ER rarer 500,000 
Penna. Co. for Insurances, etc 8,400,000 
Provident Trust 3,200,000 
Real Estate Land Title and Trust. . 7,500,000 13,719,803.33 31,245,914.82 10 
Real Estate Trust 3,027,800 2,228,515.72 7,394,418.28 100 


Figures furnished by Belzer and Company, members of Philadelphia Stock Exchange. 
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Boston 


Special Correspondence 


ARRESTING THE COURSE OF DEFLATION 
AND DEPRESSION 

A study of the economic history of the 
New England section reveals that its people 
have carried through the generations and 
especially in times of national stress, those 
qualities of fortitude, of self-imposed fru- 
gality and a rugged disposition to face reali- 
ties, with which the entire nation needs to 
be endowed in order to master the problems 
of this reverse. The late Calvin 
Coolidge embodied these typical qualities of 
the New England people. Despite moderniza- 
tions and changes in the complexion of popu- 
lation in the industrial districts, they per- 
sist to a remarkable degree. 


economic 


New England has had its due share of re- 
verses in practically all fields. In industry 
there has been partial stagnation. Com- 
merce has suffered because of the curtailment 
of consumptive capacity and the embargoes 
on trade, both at home and abroad. In the 
banking field, outside of Boston and one or 
two local sections, the experience of the past 
year is one that reflects high tribute upon 
the integrity and conservatism of banking 
institutions. Here in Boston the flurry that 
caused the collapse of a number of banks 
which had failed to heed warning signals, 
has disappeared and active progress is made 
in liquidating frozen assets. In that connec- 
tion it is interesting to note that Governor 
Ely in his inaugural renewed his 
recommendation for the creation of a §20,- 
000,000 corporation under state charter to 
function somewhat similarly to the Recon- 
struction Finance Corporation or Home Loan 
Bank System in facilitating the handling of 
mortgages tied up in the 
banks. 


message 


assets of closed 


POSITION OF THE FIRST NATIONAL 
BANK OF BOSTON 

The First National Bank of Boston has 
functioned during the trying past year in 
a manner that reflects exceeding credit upon 
the ability and judgment of its executive 
management. The financial statement as of 
December 31, 1932 shows substantial gains 
in deposits during the year from $476,989,000 
to $550,939,756 with resources increasing from 
$603,285,000 to $647,317,009. The strong posi- 
tion of the bank is affirmed by the charac- 
ter of assets with cash and due from banks 
amounting to $159,633,242: United States 
Government securities, $107,351,753; state 
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and municipal securities, $15,336,591; col- 
lateral demand loans to banks and brokers, 
$36,530,110; loans, discounts and investments, 
$298,251,168. Capital is $44,500,000; surplus 
and profits, $30,860,280 and reserves, $9,856,- 
810. ‘The figures of the Old Colony Trust 
Company and the First of Boston Corpora- 
tion of Massachusetts, both of which are 
beneficially owned by the stockholders of the 
First National Bank, are not included in 
these figures. 

Rogers D. Clark has been elected cashier 
of the First National Bank to fill the va- 
cancy caused by the recent death of Bertram 
ID. Blaisdell. 


IMPORTANCE OF HAVING TRUST 
ACCOUNTS ADJUDICATED 

At a recent meeting of the Corporate Fidu 
ciaries Association of Boston, the subject dis- 
cussed was the question as to the proper 
adjudication of trust accounts, especially as 
contracted with the allowance of accounts. 
The discussion was directed by Oliver Wol- 
cott of the Old Colony Trust Company and 
Leon M. Little of the New England Trust 
Company. Not only is this subject of inter- 
est to trustees in Massachusetts, but also to 
trustees in other states. When there is no 
contest over the account of the trustee, it 
has been the practice merely to file the ac- 
count and have it allowed by the court. 
Trustees have felt that the simple procedure 
of filing an account and having it allowed is 
ample protection against further controversy 
over the account. But the Massachusetts 
Courts have permitted the reopening of.such 
accounts and required evidence of accuracy. 

The difficulty arises by reason of the fact 
that Section 24 of Chapter 206 of the General 
Laws of Massachusetts provides for the ad- 
judication of accounts. This is a more formal 
procedure than the allowance of an account 
and requires the filing of necessary proofs 
and a final order by the court. 

The net result of the discussion at the 
meeting of the Corporate Fiduciaries Asso- 
ciation of Boston was that the informal filing 
and allowance of an account is a waste of 
time and money and that although the ad- 
judication is a more difficult and detailed 
matter, nevertheless it is better to follow 
this practice than to run the risk of having 
the account reconsidered many years after 
it has been merely allowed. Mr. Little and 
Mr. Wolcott both agreed and the opinion of 
the conference was tha't the allowance of an 
account is an empty gesture and that if any- 
thing is to be accomplished, the account 
should ‘be adjudicated. 
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EASTMAN ELECTED VICE-PRESIDENT OF 
STATE STREET TRUST COMPANY 

The numerous friends of Ralph M. East- 
man in banking and trust company circles, 
and especially among the members of the 
financial advertising fraternity, will be 
pleased to learn of his promotion from as- 
sistant vice-president to vice-president of 
the State Street Trust Company of Boston. 
At the same meeting of the directors at 
which Mr. Eastman was promoted, Frank 
A. Lynch of Belmont, was elected an assist- 
ant trust officer of the company. 

Mr. Eastman has won his advancement by 
diligence to duties and a personality that 
attracts and holds friendship. He personi- 
fies that spirit of service which has been a 
big factor in the remarkable growth of the 
State Street Trust Company, both as regards 
banking and trust business. He has been 
active in organizations of bank advertising 
men and is now president of the Financial 
Advertisers Association of New England and 
a director of the Financial Advertisers Asso- 
ciation of America. Mr. Eastman has also 
been very active in organizations of veterans 
of the World War, being a past commander 
of the Crosscup-Pishon Post of the American 
Legion of Boston, composed largely of men 
associated with newspapers and publicity, 


RALPH M. BASTMAN 


Who has been advanced from Assistant Vice-president to 
| Vice-president of the State Street Trust Company of 
Boston 
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and a past department treasurer of the 
American Legion of Massachusetts. He is 
the present treasurer of the Y. D. Club. His 
other activities have included membershir 
on the board of managers of the Sons of the 
American Revolution and on the board of 
directors of the Metropolitan Chapter of the 
Red Cross. 

The State Street Trust Company has ex- 
perienced marked growth in banking and es- 
pecially trust business during the past year. 
As executor and trustee the company admin- 
isters trust resources of $55,039,321 and as 
agent and attorney a total of $60,352,042. 
Banking resources, as of December 31st, ag- 
gregated $62,726,642 with deposits of $55,- 
731,017. Capital is $3,000,000; surplus and 
undivided profits $3,705,731 with reserves of 
$184,185. 

At a meeting of the board of directors of 
the State Street Trust Company, Clement W. 
Deasy was appointed assistant treasurer. Mr. 
Deasy was associated with the National 
Union Bank at the time it was merged with 
the State Street Trust Company in 1925. 
Walter F. Pickett was reappointed treasurer ; 
Messrs. Ernest E. Jobling, Frederick S. Mil- 
lett, Almon B. Thorn, and George A. Hill 
were reappointed assistant treasurers. 


SPRINGFIELD SAFE DEPOSIT AND 
TRUST COMPANY 

One of the strongest banking institutions in 
Massachusetts, outside of Boston, is the 
Springfield Safe Deposit & Trust Company of 
Springfield. The latest financial statement 
shows that the trust department administers 
trust, estate and agency accounts aggregat- 
ing in value $50,926,578. The banking de- 
partment reports resources of $14,621,695 
with deposits of $12,135,683. The capital is 
$1,000,000; surplus, $1,000,000; undivided 
profits $400,000 and reserve for contingencies 
$56,015. The president is Edward Kronvall 
with Harry L. Bradley, executive vice-presi- 
dent. Other officials are: Harold White and 
E. Converse Lincoln, vice-presidents ; Robert 
R. Emerson, treasurer; Chester J. Chambers, 
trust officer; Moritz A. Kuhn, assistant treas- 
urer; Eugene W. Shaw, assistant trust officer. 


3ell has been elected secretary 
and treasurer of the Portland Trust Com- 
pany of Middletown, Conn., succeeding Oliver 
B. Ellsworth who was elected vice-president. 


Carlyle S. 


The First National Bank & Trust Company 
of New Haven, Conn., reports resources of 
$30,157,222 and deposits of $23,157,222. Capi- 
tal is $1,260,000; surplus, $1,000,000; undi- 
vided profits, $219,719. 
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Under Supervision of Federal Government 


; JAMERIC. AN_ SECURIT 


° AND TRUST COMPANY 


Fifteenth and Pennsylvania pie 
WASHINGTON, D. C. 


Capital and Surplus 
Assets over 


$6,800,000.00 
$38,500,000.00 


FOUR BRANCHES 
Interest paid on checking accounts 
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Let Us Handle 
Your Trust Business 


In Alabama 


Our Trust Department is equipped 
to give you prompt, efficient service. 
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BOSTON SAFE DEPOSIT AND TRUST 
COMPANY 

Concentrating chiefly on 
the Boston Safe Deposit & 
has made noteworthy 


fiduciary service 
Trust Company 
strides in the increas- 
ing volume of trust business under adminis- 
tration. The September 30. 1932 statement 
showed trust department assets of $244,S36,- 
000, representing an increase since the begin- 
ning of the year of approximately $25,000,000 
and which has been further increased dur- 
ing the last quarter of the year. Banking 
resources, as of December 31, 1932, show re- 
sources of $31,586,552 with deposits of $25,- 
403,351. Capital is $2,000,000; surplus, 
$3,000,000; undivided profits, $850,000, and 
general reserve, $250,000. 


LIQUIDATION OF ASSETS OF ATLANTIC 
NATIONAL BANK 

A report has been submitted to sharehold- 
ers of the Atlantic National Bank of Bos- 
ton which has been in process of liquidation. 
Substantially all of the assets of the Atlantic 
National were transferred to the First Na- 
tional Bank on May 3, 1932 by special agree- 
ment and the liquidation has been under 
the control of the First National. The re- 
port shows that since May 1932 and up 
to October 31, 1952 assets and _ liabilities 


oad 
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have been reduced from $92,226,600 to $48,- 
529,406. This includes reduction in loans 
and discounts from $57,325,680 to $36,146,- 
830; disposal of $4,686,914 United States Gov- 
ernment securities; reduction of cash and 
due from banks from $13,458,707 to $14,776 
and liquidation of other items. The capital 
liability of the Atlantic National is $5,000,000 
with surplus of $5,000,000 and with profit and 
loss and reserves standing October 31st, at 
$1,727,155. 


Bank Commissioner Arthur Guy of Massa- 
chusetts announces addition to the list of 
bonds legal for investment by Massachusetts 
savings banks the following: The issue of 
$7,424,000 Staten Island Edison Corp., re- 
funding and improvement mortgage 6 per 
cent gold ‘bonds, due June 14, 1933. 

Nevil Ford, vice president of The First of 
Boston Corporation, has been named chair- 
man of the foreign securities committee of 
the Investment Bankers Association. 

The Peoples National Bank of Stamford, 
Conn., has been absorbed by the First Stam- 
ford National Bank & Trust Company. 

The New Britain Trust Company of New 
Britain, Conn., reports resources of $5,399,- 
420 and deposits of $3,861,348. 


CONDITION OF BOSTON TRUST COMPANIES 


Capital 


Banca Commerciale Italiana...... 
Boston Safe Deposit and Trust Co 
Day Trust Co oe 
Fiduciary Trust Co... 

Harris Forbes Trust Co... 

New England Trust Co... 

Old Colony Trust Co........ 
State Street Trust Co.. 

Union Trust Co. ae 

United States Trust Co... 


$750,000 
2,000,000 
2.500,000 
500,000 
500,000 

_ 1,000,000 
. 5,000,000 
3,000,000 
500,000 
1,400,000 


Assets 
Trust Dept. 
Dec. 31, 1932 


$246,730,752.66 
5,162,644.74 
7,939, 106.55 
8,505,060.97 
126,151,390.65 
316,336,048.78 
55,094,918.64 
11,809,450.51 
11,163,580.55 


Surplus and 
Undivided Profits 
Dee. 31, 1932 
$380, 641.84 
3,850,501.19 

299,504.53 
551,374.68 
155,161.33 
2,869,980.69 
5,224,760.37 
3,700,965.67 
227,190.30 
1,435.552.62 


Deposits 
Dec. 31, 1932 
$695,484.59 
25,366,694.69 
7,860,659.09 
605,620.17 
2,236,664.87 
26,056,577.49 
5,756,c 34.71 
51,682,213.01 
2,598,978.06 
9,710,493.45 
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Pittsburgh 


Special Correspondence 


EXCEPTIONAL DIVIDEND RECORD OF 
PITTSBURGH BANKS AND TRUST 
COMPANIES 

Dividends on capital paid by the twelve 
largest banks and trust companies of this 
city during 1932 averaged 22 per cent as com- 
pared with 16 per cent reported average for 
New York’s leading twenty-four banks and 
trust companies. This high average included 
the 200 per cent annual dividend paid by 
the Union Trust Company. The total of 
stock dividends paid by the twelve institu- 
tions amounted to over $5,700,000. The year- 
end financial statements reveal stability in 
the face of difficult conditions. Noteworthy 
is the constant increase in trust business. 

The Union Trust Company, with banking 
resources of $248,995,000 reports individual 
trusts of $379,996,807 and corporate trusts 
of $859,797,000. 

The Fidelity Trust Company, organized in 
1886, reports banking resources of $25,360,280 
with trust funds of $229,207,936 and as trus- 
tee under mortgages $72,520,490. Capital of 
the Fidelity is $2,000,000; surplus $7,000,000 : 
undivided profits $1,243,473 and contingent 
reserve $333,572. Trust funds of the Fidelity 
increased nearly six millions last year. 

The Peoples-Pittsburgh Trust Company 
shows increase in trust funds to over $131,- 
023,127 with corporate trusts of $68,147,185. 
Banking resources amount to $92,251,849 with 
deposits of over $70,000,000. Capital is 
$6,000,000; surplus $12,000,000; undivided 
profits $1,318,225 and reserves of $2,018,601. 

The Colonial Trust Company reports trust 
funds of $30,445,000 and corporate trusts 
$117,997,923. 3anking resources are $28.- 
949,221; deposits $22,250,811. Capital is 
$2,600,000 ; surplus, undivided profits and re- 
serves $3,603,660. 

The Commonwealth Trust Company shows 
trust funds of $51,551,136, an inerease of 
over five million during the year. Banking 
resources amount to $15,083,689; deposits 
$11,435,165. Capital is $1,500,000; surplus 
$1,700,000; undivided profits $265,803; re- 
serves $178,827. 


CUSTOMERS’ EXHIBITS AT COLONIAL 
TRUST COMPANY 
become a custom at the 
Trust Company of Pittsburgh to yield its 
spacious lobby space at the close of each 
year to exhibits of industrial and other prod- 
ucts represented by customers of the insti- 
tution. These exhibits not only show great 


It has Colonial 
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variety but also evidence the improvement 
in products and mechanical methods. The 
display at the close of the last year was vis- 
ited by thousands and represented important 
cross-sections of industry and other products 
for which Pittsburgh has become famous 
throughout the world. Many of the largest 
and most important firms of Pittsburgh were 
represented among the exhibitors. 


PITTSBURGH EFREVITIES 

The Union National Bank of Pittsburgh 
reports trust funds of $36,990,000. B. Stan- 
ley Taylor, well known in banking and in- 
vestment circles, has become associated with 
the Colonial Trust Company of Pittsburgh. 

There were 7,328 mortgages, representing 
$36,693,032, placed on record in the Record- 
Office of Allegheny county during the 
past year. 

Paul Mellon, son of A. W. Mellon, has been 
elected a director of the Mellon National 
Bank of Pittsburgh. 

Frederick G, Blackburn has been elected 
vice-president and a director of the City De- 
posit Bank & Trust Company of East Liberty. 

Elmer E. Bauer has been elected executive 
vice-president of the Allegheny Trust Com- 
pany. 


er’s 


ACTIVITIES REPORTED BY GENERAL 
MOTORS 

For three consecutive months the General 
Motors Corporation has increased the number 
of employees amounting to 13,7384, which is a 
larger increase than for the same period the 
previous year. Sales of General Motors cars 
to consumers in the United States during 
1932 amounted to 510,060 as compared with 
in 1931 and 1,057,710 in 1980. De- 
cember sales totaled 19,992 cars as compared 
with 12,780 in November. 
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MONTCLAIR TRUST COMPANY 
Among the trust companies of New Jersey 
the Montelair Trust Company, of Montelair, 
has recorded steady growth during the de- 


banking and trust 
department activities. The December 31st 
financial statement shows resources of $12,- 
413,236 with deposits of $9,789,568. Capital 
is $1,350,000; surplus $750,000; undivided 
profits $250,910 and $52,946 reserved for con- 
tingencies, Trust funds total nearly $30,- 
060,000. 


pression period both in 


James Galey, formerly vice-president, nas 
been elected president of the Beaver Trust 
Company of Beaver, Pa., succeeding the late 
C. M. Hughes. 
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Chicago 


Special Correspondence 


COMPOSITE OF MIDDLE WESTERN 
VIEWPOINT ON BUSINESS RECOVERY 
Hard-headed bankers of this city and sec- 

tion of the country are not indulging in idle 
hopes or deceiving themselves as to the re- 
alities of the existing business and economic 
situation. Experience has taught them that 
this period of liquidation has been the most 
serious since the Civil War. There are un- 
plumbed problems of readjustment in pro- 
ductive processes, in distribution and in re- 
viving the agencies of business and finance. 
Definite or the usual optimistic predictions 
were noticeably absent this year-end. In- 
stead the annual reports coming from. bank 
meetings, from balance sheets of corporations 
and other sources leave it clear that 1933 
must be one of readjustment to changed 
standards of value, of inventory, prices, in- 
come and expenses. Bank loans have con- 
tracted almost continuously during the past 
year. Banks are surfeited with cash, with 
low income bearing government securities 
and having little outlet for investment or 
safe loaning of excess funds. Bank failures 
have eased up notably, especially in this city 
where the climax was reached last June. As 
compared with forty-nine bank failures dur- 
ing the first half of 1932 in Illinois there 
were only eight closings during the last six 
months. Money has continued to come out 
of hoarding places. Deposits, including sav- 
ings. have increased $100,000,000 for all Illi- 
nois hanks during the last quarter of 1932 
of which $74,000,000 is reported by Chicago 
banks and trust companies. As of December 
31, 1932 the deposits of all Chicago banks 
aggregated $1.782,509,000 with loans and dis- 
counts of $731,051,000 and cash resources of 
$742,436,000. 

Chicago bankers and business men are con- 
vinced that certain things must happen be- 
fore business regains even keel. For one 
thing the federal, state and local govern- 
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ments must cease wasting money and give 
relief from crushing burdens of taxation. 
The war debts of former Allies must be ad- 
justed, although there is a pronounced sen- 
timent against cancellation, The feeling 
here is that Washington should negotiate 
with each of the foreign debtors according 
to capacity to pay and using the leverage of 
debts to exact fairer treatment for American 
exports. Business organizations and indus- 
trial corporations must adjust themselves to 
revised schedules. The national budget must 
be balanced by severe economy rather than 
increasing tax on incomes and _ legitimate 
business. Bank legislation of a drastic char- 
acter must be avoided. Federal Reserve and 
Treasury policies, particularly as regards 
easy money and low rate government obliga- 
tions must be revised on economic rather 
than political grounds. Labor and manage- 
ment must approach each other with a more 
sympathetic and human regard for essentials. 


MUCH MALIGNED CHICAGO 

The general impression is that Chicago’s 
fiscal and municipal finances represent a 
hopeless state of maladministration and 
chaos. Bradstreet’s is authority for the 
statement that Chicago has not defaulted on 
a single bond payment; that her per capita 
cost of government in 1930 was the third 
lowest in a group of 13 American cities with 
population in excess of 500,000 each: that it 
was 14.3 per cent per capita costs below the 
highly lauded finances of the city of Milwau- 
kee. Doubtless Chicago has suffered from 
corrupt and incompetent government. But 
there is much of the generally unfavorable 
impression that is based on sensational news- 
paper report. 


Circuit Court Judge Joseph Burke of Cook 
county has entered the first order under the 
recent amendment to the Illinois banking act 
which permits receivers of closed banks to 
post the banks’ assets as collateral for loans. 
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EXCELLENT PROGRESS BY CITY 
NATIONAL BANK & TRUST 
COMPANY OF CHICAGO 

It is significant of the improvement in 
banking conditions generally in Chicago that 
the new City National Bank & Trust Com- 
pany, which assumed the banking business of 
the Central Republic Bank & Trust Company, 
shows a substantial increase in deposits since 
opening for business on October 6, 1932. The 
December 31, 1932 financial statement shows 
deposits of $80,442,000 as compared with $73,- 
364,000 on the day of opening. Resources 
aggregate $85,703,909 including cash and due 
from banks of $63,118,487: U. S. Government 
securities, $6,883,897; state, municipal and 
other securities $1,271,659; loans and dis- 
counts $14,475,505. The capital is $4,000,000 ; 
surplus $1,000,000; reserves for taxes, inter- 
est, etc., $84,987. The board of directors is 
headed by General Charles G. Dawes with 
Philip R. Clarke as president and C. C, Haff- 
ner, Jr., executive vice-president. 


SATISFACTORY EARNINGS AT HARRIS 
TRUST AND SAVINGS BANK 

Considering the adverse business condi- 
tions of the past year the operations and 
earnings of the Harris Trust & Savings Bank 
of Chicago were regarded as satisfactory. 
Net profits for the year were $903,283, aftet 
providing for all known losses, strengthen- 
ing reserves, setting aside $282,345 for taxes 
and contributing $47,541 for employees’ sav- 
ing and profit sharing fund. Of net earnings 
the sum of $780,000 was distributed in divi- 
dends representing 13 per cent on capital 
while the remaining $123,283 was added to 
undivided profits account. Earnings on av- 
erage capital of $13,834,827 employed, 
amounted to 6.53 per cent as compared with 
7.96 per cent in the previous year. 

The December 3ist financial statement 
shows increase in deposits during the year 
from $92,886,820 to $110,045,737. Resources 
total $127,347,625 as compared with $111,- 
694,181 a year ago. United States Govern- 
ment securities, state and municipal bonds 
and other bonds and securities listed in re- 
sources are recorded at values below market 
values of December 31, 1932. The report 
shows cash on hand and in banks $33,093,- 
71; U. S. Government securities $32,194,071 ; 
state and municipal securities $12,974,249; 
other bonds and securities $5,042,061; de- 
mand loans $8,171,095; time loans and bills 
discounted $33,409,369. Capital is $6,000,000 ; 
surplus $6,000,000; undivided profits $1,816,- 
§22. 

Schell Harmon, John F. McGowan and Vin- 
cent Yager were recently advanced from as- 
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sistant cashiers to assistant vice-presidents 
of the Harris Trust. Arthur C. Osgood, Paul 
C. Martin and Harold C. Bray were made as- 
sistant cashiers. Roswell B. Swazey was ap- 
pointed assistant manager of the municipal 
department. 


NOTABLE YEAR FOR THE NORTHERN 
TRUST COMPANY OF CHICAGO 

There are few if any banks or trust com- 
panies in position to show such important 
gains in deposits as recorded by the Northern 
Trust Company of Chicago during the year 
1932. Deposit during that period increased 
67 per cent from $87,000,000 to $149,514,000. 
Savings deposits alone increased more than 
79 per cent. Total resources increased from 
$104,598,000 to $165,248,000 at the end of 
1932. Among the resources are cash of $44,- 
070,000 and United States Government secu- 
rities of $52,130,362. Earnings of the com- 
pany were $750,882 equal to 25.01 per cent 
on capital stock. Dividends have been paid 
at the regular quarterly rate of 4% per cent. 

Promotions in the Northern Trust Com- 
pany were recently announced. Arlen J. 
Wilson and Keith J. Sheckler, second vice- 
president, were advanced to vice-presiden- 
cies; Solomon Byron Smith and Harry M. 
Gustafson from assistant cashiers to second 
vice-presidents, and Reginald G. Olderr to 
assistant cashier and manager of savings. 

New appointments were made from among 
former employees: John M. Easton, manager 
of advertising and publicity: Donald Mce- 
Dougal, Theodore Lely, Hunsberger and Ly- 
dell H. Ritchie, assistant cashiers; John R. 
Bjorkman, assistant cashier and assistant 
manager of the savings department: Maurice 
E. Graves, assistant comptroller, and Irving 
L. Phillips, assistant manager of the bond 
department. 


A recent inventory of the estate of Wil- 
liam Wrigley, Jr., places the value of prop- 
erty at $45,000,000. The will named the son 
of the testator, Philip K. Wrigley, and the 
Union Trust Company, now merged with the 
First Union Trust & Savings Bank, as co- 
executors. 

The Illinois National Bank & Trust Com- 
pany has been organized at Rockford, III. 
with capital of $200,000. The new bank is 
a conversion of the former Illinois Bank & 
Trust Company. 

Consolidation plans were approved for the 
Stock Yards National Bank and the Stock 
Yards Trust & Savings Bank, under state 
charter. Capital is $1,000,000; surplus and 
reserve $1,000,000. 
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THE YEAR AT THE FIRST NATIONAL AND FIRST UNION TRUST 
OF CHICAGO 


The comprehensive annual report submit- 
ted by Chairman F. H. Rawson and Presi- 
dent M, A. Traylor of the First National 
Bank and the affiliated First Union Trust 
& Savings Bank of Chicago, provides an ap- 
pealing picture of the courage and resource- 
fulness with which the managements of large 
banks of this country have battled with the 
adverse influences of the past year. The year 
1932 will be recorded as one of exceptional 
tribute to the traditions and policies which 
have made the First National of Chicago a 
financial and banking bulwark of that city 
since 1863. It has not only grown with Chi- 
cago during the many intervening years but 
has been among the foremost in giving accent 
to the indomitable spirit of the inland me- 
tropolis in times of economic adversity. 

It is interesting to learn from the report 
that one of the brightest spots is that which 
relates to trust department earnings. De- 
spite abnormal conditions the allied First 
Union Trust & Savings Bank maintained 
its gross earnings from trust sources and 
materially increased its net profits over 1931. 
Absence of corporate financing and decline 
in corporate fiduciary activities were in part 
offset by appointments as depositary for re- 


organizations and protective committees. 


Earnings of the First National for 1932 
were $7,186,000 as compared with $4,478,000 
in 19381. Earnings of the First Union Trust 
were $1,058,000 as compared with $412,000 in 
1931. Zarnings of both banks were equal 
to 12.8 per cent on average capital employed, 
before reserves for bond depreciation and 
contingencies. Cash dividends were paid 
amounting to $3,000,000. The combined ecapi- 
tal, surplus and undivided profits were $60,- 
492,294: combined deposits $616,699,205 and 
combined resources $698,010,203. It is note- 
worthy that in March of last year the divi- 
dend rate was reduced from 18 to 12 per 
cent annually as a matter of economy. In 
September the board authorized the transfer 
of $10,000,000 from surplus account to un- 
divided profits, increasing that item to $12.- 
600,000 and then transferring $6,550,000 out 
of undivided profits to various reserve and 
contingent accounts, 

C. J. Whipple, president of Hibbard, Spen- 
cer, Bartlett & Company, was elected a di- 
rector of the First National Bank at the re- 
cent annual meeting of stockholders. Other 
members of the board were re-elected, with 
the exception of Richmond Dean, whose re- 
tirement is due to the relinquishing of busi- 


ness activities, and Clive Runnells, who does 
not now live in Chicago. The board of di- 
rectors of the First National Bank forms the 
board of directors and advisory committee 
of the First Union Trust & Savings Bank. 

At the meeting of the board of directors, 
following the stockholders’ session, Guy C. 
Kiddoo was promoted from assistant vice- 
president to vice-president of the First Na- 
tional Bank; Horace O. Wetmore and Her- 
bert V. Prochnow were appointed assistant 
cashiers. In the First Union Trust & Savings 
Bank, Lewis Miller was appointed assistant 
cashier, 


The First National Bank of Princeton, 
N. J., distributed at close of last year an ex- 
tra dividend of 2 per cent in addition to reg- 
ular quarterly dividend of 5 per cent, both 
out of earnings. Banking resources amount 
to $5,791,000. 

Merle R. Robertson has been elected a vice- 
president of the Liberty Bank & Trust Com- 
pany of Louisville, Ky. 

Charles D, White has been elected a vice- 
president of the Guarantee Trust Company 
of Atlantie City, N. J. 


MELVIN A. TRAYLOR 


President, First National Bank, who has been elected 
Chairman of the Clearing House Committee of the 
Chicago Clearing House Association 
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LARGE RESERVES SET UP BY CHICAGO 
TITLE & TRUST COMPANY 

The Chicago Title & Trust Company has 
had both a successful and eventful year. Net 
earnings amounted to $2,058,935 and after 
paying $1,200,000 in dividends, leaving $858,- 
935 which was carried over to undivided 
profits, Gross earnings were $7,224,493 out 
of which came $4,347,875 for maintenance 
and operation, with $342,409 reserve for 
taxes and $475,278 for other reserves and 
depreciation. Rate of earnings on average 
capital was 5.62 per cent. 

In recognition of declining values the di- 
rectors voted to set up reserves of $7,500,000 
against the book value of the company’s as- 
sets to cover depreciation and possible losses. 
These reserves were created by reducing sur- 
plus from $16,000,000 to $10,000,000 and 
transferring $1,500,000 from undivided profits 
and existing reserves. Capital remains un- 
changed at $12,000,000. 

Chairman Abel Davis, in his report, di- 
rects attention to the $2,000,000 special re- 
serve fund set aside in 1925 to protect cer- 
tain trust investments. He states, that 
though defaults have occurred, no payment 
has been made out of the fund which is now 
under the jurisdiction of the court. This as- 
sures that equity will be done to all con- 
cerned. The liability of the company on ac- 
count of this fund is limited to the original 


$2,000,000 set up and segregated from capital © 


account. 

At the annual stockholders’ meeting of the 
Chicago Title & Trust Company, the follow- 
ing directors were re-elected: Messrs. Charles 
S. Cutting, Amos C, Miller, Edgar M. Snow, 
Hugo Sonnenschein, Judson F. Stone, Don- 
ald Riley and Bertram M. Winston. 


According to a survey made by the Illinois 
Bankers Association there are 116 reporting 
banks attributing a loss of 9,718 accounts 
amounting to $1,165,464 to the effect of the 
yovernment tax on bank checks. 
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LOANS TO BONDHOLDERS’ 
COMMITTEES 

In Chicago as in other large cities there 
have been numerous foreclosure proceedings 
involving real estate bonds sold to the public 
by underwriters and which have been at a 
standstill for lack of money to finance fore- 
closure sales. It is recognized that without 
such sales the property remains in receiver- 
ship and reorganizations cannot be effected. 
To aid this situation the Chicago Title & 
Trust Company recently assumed the initia- 
tive by joining with two other banking in- 
stitutions in the formation of the Fort Dear- 
born Mortgage Company. This organization 
is now making loans to bondholders’ commit- 
tees and others which enables reorganization 
plans to proceed. 


PROMOTIONS AT CONTINENTAL 
ILLINOIS 
As a result of the recent annual meeting 


of the Continental Illinois National, Reuben 
G. Danielson, cashier, has received the addi- 
tional title of vice-president. Second Vice- 
Presidents Cockrell and Overlack were ad- 
vanced to vice-presidents. Assistant Cashiers 
Hiram R. Castles, W. H. Gilkes and Carl I. 
Johnson were elected second vice-presidents. 
John F. Mannion, assistant cashier in com- 
mercial division was advanced also. In the 
trust division Charles H. Binney, W. R. Ben- 
nett and F. E. Musgrove were advanced from 
second vice-president to vice-president. 


John Jay Abbott, vice-chairman of the Con- 
tinental Illinois National Bank & Trust Com- 
pany, has been elected chairman of the Mer- 
chandise Bank & Trust Company. 

The Straus National Bank & Trust Com- 
pany of Chicago has changed its name to the 
American National Bank & Trust Company. 


The Terre Haute National Bank and the 
First-McKeen National Bank & Trust Com- 
pany of Terre Haute, Ind., have been con- 
solidated with capital of $500,000 and sur- 
plus of $500,000. 
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Surplus and 


Capitai 


Boulevard Bridge Bank $500,000 
City National Bank and Trust Co.. 4,000,000 
Continental Illinois National Bank 

and Trust Co 75,000,000 
Drovers Trust 350,000 
First Union Trust & First National. 25,000,000 
Harris Trust 6,000,000 
Mercantile Trust 600,000 
Northern Trust 3,000,000 
West Side Trust 1,000,000 


Undivided Profits 
Dec. 31, 1932 


28,741,809 


35,492,294 


Deposits Book 
Dec. 31, 1932 
$9,599,966 


80,442,535 


Asked 
85 
127 


Bid 
75 
120 


$623 ,452 
1,000,000 


93 
115 
176 
310 

65 
450 

40 


673,123,603 
4,345,797 
616,799,205 
110,045,737 
7,185,586 
144,340,626 
5,903,501 


91% 
105 
173 
300 
435 

30 


694,534 


7,816,522 
308,030 
8,249,607 
38,765 


Corrected by F. M. Zeiler & Co., members Chicago Stock Exchange, 929 Rookery Bldg. 
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St. Louis 


Special Correspondence 


CLOSING OF SMALL NEIGHBORHOOD 
BANKS IN ST. LOUIS COUNTY 

The large and well fortified banks and 
trust companies of St. Louis proper are un- 
affected by a wave of public hysteria which 
closed a total of sixteen small banks in out- 
lying sections during the first two weeks of 
the new year. As a result of the strained 
situation in these localities the members of 
the St. Louis County Bankers Association 
have voted to curtail checking account with- 
drawals to 5 per cent a month and requir- 
ing notices of savings withdrawals. 

The banking situation in St. Louis remains 
secure. During 1932 there was not a single 
bank failure in the city. In the outlying 
districts the situation had become uncertain 
because of the large number of institutions, 
exceeding banking requirements, which had 
experienced from one-third to two- 
thirds loss of deposits. Among the outlying 
banks are strong institutions which are 
weathering the storm. Most of those closing 
their doors have not been in position to 
render aid effective from the larger banks 
or the Reconstruction Finance Corporation. 
As in Chicago last June the harvest of clos- 
ings will remove weak spots in the local 
situation which will leave the structure 
stronger than ever before. 


loss of 


LONSDALE COMMENDS RELIEF PLANS 
FOR RAILROADS 

John G. Lonsdale, until recently president 
and now chairman of the board of the Mer- 
cantile-Commerce Bank & Trust Company of 
St. Louis, who was lately appointed co-receiv- 
er of the Frisco Railroad, urges considerate 
plans for improving the condition of the rail- 
roads. He says: “One of the most impor- 
tant and far-reaching problems for which a 
satisfactory solution must be found in the 
present period of readjustment is that of 
transportation, Our railroads continue as 
the chief transportation system. The major 
problem in this field, however, lies in giving 
constructive relief to the railroads. 

“The fact that our whole nation is becom- 
ing aroused over this gigantic problem au- 
gurs well for its ultimate solution. While 
various temporary relief agencies have come 
to the rescue, we need to arrive at some 
plan which will give basic relief. Whatever 
else may be said, it is apparent that rail- 
roads must obtain sensible relaxations of 
present federal regulations; they must be 
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“TRUST SERVICE 
EXCLUSIVELY” 


THE ST. LOUIS UNION TRUST 
COMPANY does not receive de- 
posits. Its entire organization and 
facilities are devoted to one specific 
object: EFFICIENT TRUST 
SERVICE. 


Because of its stability, its experi- 
enced staff of trained Trust Com- 
pany executives, and its capital and 
surplus of $10,000,000.00, the ST. 
LOUIS UNION TRUST COM- 
PANY offers an unexcelled service. 








St. Louis Union Trust Co. 
ST. LOUIS, MO. 
Oldest Trust Company in Missouri 


ee with F. irst National Bank 
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given relief from oppressive tax burdens, and 
they must be given the power to operate their 
business more as a private individual would, 
without so many restraints.” 


EXCELLENT STATEMENT BY MISSISSIPPI 
VALLEY TRUST COMPANY 

The conservatism which has been a con- 
sistent feature of management during the 
whole career of the Mississippi Valley Trust 
Company of St. Louis, enabled this institu- 
tion to pass through the trials of 19382 with 
resourcefulness and no impairment of serv- 
ice or stability. Deposits of $67,674,000 
shown in the year-end report are practically 
the same amount as reported a year previous, 
which is an accomplishment in itself con- 
sidering the general trend of bank de- 
posits. The strong position of the company 
is also revealed in resources aggregating 
$77,068,101, embracing cash and due from 
banks of $24,373,488: U. S. Government se- 
eurities $11,563,610: bonds and other securi- 
ties $11,891,813; loans and discounts $26,- 
289,505. Capital continues at $6,000,000 with 
surplus and undivided profits of $3,047,294. 
The statement shows no rediscounts or bills 
payable to Federal Reserve Bank. 
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COMMERCE TRUST COMPANY OF 
KANSAS CITY 


As one of the best managed and strongest 
banks west of Chicago and in the southwest 
district, the Commerce Trust Company of 
Kansas City, Mo. acquitted itself during the 
past year in a manner that reflects credit on 
both personnel and policies. At the annual 
election Crosby Kemper, president of the City 
Bank & Trust Company, and brother of 
James M. Kemper, reelected president of 
the company, was made a member of the 
board and was also elevated to the post of 
vice-chairman of the board. He succeeds 
Hunter L. Gary who resigned several months 
ago. 

Another announcement was that of the ad- 
vancement of John N. McLueas, son of W. S. 
McLucas, chairman of the board, from as- 
sistant vice-president to vice-president. He 
bids fair to follow in the footsteps of his 
father and during his banking career has not 
asked for and received no favors. He was 
educated at Princeton and during his college 
days, instead of spending his summer vaca- 
tions in recreation, he has worked at clerical 
jobs at the Commerce. He has also taken 
a hand at commercial and manufacturing 
jobs, 

The December 31, 1932 financial statement 
of the Commerce shows no evidence of any 
interruption in its progressive career. Re- 
sources total $94.671,466 ineluding cash and 
due from banks $35,681.479; U. S. Govern- 
ment securities $15,518.786: state, municipal 
and Federal Land Bank bonds $7,533,254; 
other bonds and securities $7,571,905; de- 
mand loans $2,558,596: loans and discounts 
$21,523,490. Deposits amount to $85,643,354. 
Capital is $6,000,000; surplus $2,000,000 and 
undivided profits $805,837. 


FIRST NATIONAL BANK OF KANSAS 
CITY, MO. 

Aggregate resources of $80,478,391 are 
shown in the December 31, 1932 statement of 
the First National Bank of Kansas City with 
eash, government securities and bonds of 
$62,198,394. Deposits amount to $74,138,686. 
Capital is $2,000,000; surplus $1,000,000 and 
undivided profits $2,524,000. 


John Ring, Jr., formerly advertising man- 
ager of the old Mercantile Trust Company 
and in more recent years head of a success- 
ful advertising agency, has been elected man- 
ager of the industrial bureau of the Indus- 
trial Club of St. Louis, the major objective 
of which is to secure new enterprises to lo- 
eate in the St. Louis district. 
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CONQUEROR TRUST COMPANY 

One of the staunch banking institutions in 
Missouri is the Conqueror First National 
Bank of Joplin. The December 31, 1932 state- 
ment shows banking resources of $3,473,644 
of which $976,077 consists of U. S. Govern- 
ment bonds and cash and exchange with 
loans and discounts of $1,741,077. Deposits 
amount to $2,865,363. Capital ts $250,000; 
surplus and undivided profits $103,931. The 
bank operates a successful trust department. 


NEW INVESTMENT FIRM IN KANSAS CITY 

Under the name, Martin-Holloway-Purcell, 
D. H. Martin, vice-president, W. W. Hollo- 
way, vice-president, and Hoyt Purcell of the 
sales department of the Fidelity National 
Corporation, the investment division of the 
Fidelity National Bank & Trust Company 
of Kansas City, Mo., opened business for 
themselves as security dealers in the Fidel- 
ity Bank Building on January Ist. Mr. Mar- 
tin, who originated the bond department of 
the Fidelity Bank in 1911, was president of 
the Southwestern group of the Investment 
Bankers Association during the year 1930 
and was a member of the Board of Gover- 
nors of the Investment Bankers Associa- 
tion during the year 1931. Mr. Holloway has 
been connected with the bank for the past 
twelve years and Mr. Purcell for the past 
five years. 

The new firm will maintain contacts with 
all markets, dealing mainly in middle west 
municipals and specializing in municipal 
bonds of Kansas, Missouri and adjoining 


states. 


MISSOURI BREVITIES 

Leading banks of St. Louis, ineluding the 
Mercantile-Commerce Bank & Trust Com- 
pany, Mississippi Valley Trust Company, 
First National and the Boatmen’s National, 
have agreed to reduce interest rates on sav- 
ings deposits from 3 to 21%4 per cent, effec- 
tive February Ist. 

The Merecantile-Commerce Bank & Trust 
Company of St. Louis has reminded its stock- 
holders that the company paid in December, 
1932 a total of $101,828 general city and state 
taxes. 

Since July and up to the close of the last 
year the deposits of the St. Louis Clearing 
House banks and trust companies showed 
an inerease of 814 per cent. 

William C. Hennig of A. Leschen & Sons 
Rope Company has been elected a director of 
the Boatmen’s National Bank of St. Louis, 
succeeding Julius W. Reinholdt who resigned 
as chairman and member of the board. 





TRUST 


DEPRESSIONS COME AND GO 

Tom K. Smith, president of the Boatmen’s 
National Bank of St. Louis, cannot be classed 
among the despondent cynics who believe 
that history fails to repeat itself, especially 
in the matter of depressions. Says he: “His- 
tory shows that a period of general depres- 
sion is sooner or later followed by a period 
of prosperity— (twelve depressions in the last 
85 years have proved that). Yet some peo- 
ple think, that while the pendulum has al- 
ways swung from one extreme to the other, 
it cannot do it this time, for the reason that 
we are now confronted with something new 
in depressions! 

“A recent chart shows the cycles of Ameri- 
ean industry for more than three-quarters of 
a century—‘hills” and “valleys” extending 
over the years. Always, however, there has 
been a net gain in the end!—a gradual rising 
eurve indicating the normal 6 per cent en- 
hancement of values which naturally reflects 
steadily improved standards of living; in- 
creased demand for more and better prod- 
ucts: more uniform distribution of wealth; 
and the aggressive, energetic, never-satisfied 
spirit which has always been, and always 
will be, characteristic of the American people. 
Who, therefore, can doubt that once again 
conditions will right themselves? That in 
the end, values will seek their proper level— 
and that prosperity will be with us once 
more?” 


The Industrial Savings Trust Company of 
St. Louis is celebrating its twentieth anni- 
versary with resources in excess of $4,000,- 
000. 

W. L. Hemingway, recently elected presi- 
dent of the Mercantile-Commerce Bank & 
Trust Company, has been elected treasurer 
of the St. Louis Chamber of Commerce. 





Lafayette-South Side Bank & Trust Co 
Mercantile-Commerce Bank & Trust Co....... 
Mississippi Valley Trust Co... sewers 
St. Louis Union Trust Co 

*Accepts no deposits. 


Capital 
$3,400,000 
2,000,000 
1,000,000 
2,000,000 
1,000,000 


American Security & Trust Co 
Munsey Trust Co 

National Savings & Trust Co 
Union Trust Co 

Washington Loan & Trust Co 


Figures furnished by The Washington Loan & Trust Co. 
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THOUSANDS JOIN CHRISTMAS CLUB AT 
FIRST WISCONSIN NATIONAL 

Not less than nine thousand new Christmas 
Club accounts were opened during the clos- 
ing month of last year at the First Wiscon- 
sin National Bank of Milwaukee and its 
eight branch offices. The December 31st fi- 
nancial statement of the bank shows com- 
bined resources of $169,058,578 with large 
proportion of cash, liquid investments and 
United States Government securities. De- 
posits total $138,8381,51S. Capital $10,- 
000,000; surplus, $5,000,000; undivided prof- 
its, $1,161,243; reserve, $1,243,262. 

Stockholders of the Wisconsin Bankshares 
Corporation, of which the First Wisconsin 
National is the parent institution, voted re- 
cently for a reduction in authorized capital 
from 10,000,000 shares at $10 par value each 
to 2,000,000 shares of no par value, but with 
stated capital of $20,000,000. The change 
permits the setting up of a surplus account 
of $7,905,631, reserve for losses of $1,750,000 
and reserve of $1,000,000 for contingencies. 
Shareholders will receive one share of no 
par value for each five shares of present 
stock. A dividend of two cents per share on 
the $10 par value common stock was voted 
for the six months ended December 31st. 

P. P. Edwards and E. R. Ormsby have 
been elected vice-presidents of the First Wis- 
consin National Bank. Joseph W. Simpson, 
Jr. was elected assistant vice-president. 

Mr. Edwards has been with the First Wis- 
consin organization since 1921. Mr. Ormsby 
has been with the bank since 1905, and Mr. 
Simpson was made assistant cashier of the 
First Wisconsin in October 1929. 


is 


The Polk County Bank and the First Na- 


tional Bank of Bolivar, Mo., have been 


merged. 





CONDITION OF ST. LOUIS TRUST COMPANIES 


Surplus and 
Undivided Profits, 
Dec. 31, 1932 
$ 880,421.16 
6.095,783.90 
3.047,294.77 
7.050 000.00 


Capital 


. $2,150,000 
10,000,000 

. 6,000,000 
5,000.000 


Deposits, 
Dec. 31, 1932 
$19,251,814.90 
101,834,616.91 
67,674,715.47 


CONDITION OF WASHINGTON, (D. C.) TRUST COMPANIES 


Surplus and 
Undivided Profits 
Dec. 31, 1932 
$3,806,255.61 
1,536,763.03 
2,788,889.37 
1,142,409.58 
2,531,735.10 


Minimum 
Price 
299 
100 
375 
191 
400 


Deposits 
Dec. 31, 1932 
$31,780,002.64 

4,799,668.93 
16,151,390.05 
9,236,348.27 
16,301,046.32 


Par 
100 
100 
100 
100 
100 
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Cleveland 


Special Correspondence 


A YEAR OF BANK REOPENINGS AND 
RECONSTRUCTION 

Banking interests of Ohio are not waiting 
for the elusive germ of recovery in order to 
put banking conditions back on an even keel. 
Ohio was probably as hard hit as any state 
during 1931 by banking failures, closings and 
rabid runs on banks. Many millions were 
tied up and some communities were bereft 
of any banking institution. But 1932 was a 
year of salvage and reopenings. Not less than 
fourteen important institutions resumed busi- 
ness. Cash dividends approximating $15,- 
000,000 were paid to depositors of closed 
banks by the liquidation division of the ably 
conducted State Banking Department under 
Ira J. Fulton, Another eight millions of 
dollars were disbursed by going banks from 
the purchased assets of closed banks. 

Industrially, Ohio has been hard hit and 
unemployment is causing suffering in many 
industrial communities where plants are 
either idle or run on a very small percentage 
of capacity. Within the past few months 
there have been distinct signs of improve- 
ment in various large industrial centers with 
hundreds and even thousands of employees 
returning to jobs. 

An interesting development is the quite 
general reduction in interest rates paid on 
time or savings deposits to an average of 3 
per cent. The movement for cost accounting 
and applying service charges has also re- 
ceived vigorous support throughout the state. 
Here in Cleveland the banks and trust com- 
panies have maintained a strong position and 
have been most helpful to individuals and 
corporations. The only sizeable bank fail- 
ure in Cleveland in two years was that of 
the Standard Trust Company. Year-end 
statements of trust companies show earnings 
that must be regarded as satisfactory, taking 
into account abnormal conditions. 


STATE BANKING BOARD FOR OHIO 
RECOMMENDED 

Governor George White of Ohio, in his mes- 
sage to the legislature, advocated a number 
of reforms in state banking laws, one of the 
most important of which is the reeommenda- 
tion for a state banking board to act in ad- 
visory capacity to the State Banking Super- 
intendent and similar to the plan now opera- 
tive in New York State. The Governor would 
have a board of from seven to nine members, 
selected in such manner as to assure repre- 
eontation for both city and country banks as 
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well as the public. He also recommends 
that loans to individuals and corporations 
should be more restricted and that loans to 
directors and officers of banks should be more 
carefully scrutinized. 

There are the inevitable bills introduced 
by members of the legislature providing for 
deposit guarantee with other proposals of 
equally unsound nature. The legislative com- 
mittee of the state bankers association is ac- 
tive in heading off unsound legislation and 
recommending amendments of a constructive 
nature, 


$65,000,000 FOR CLEVELAND TRUST 
COMPANY SAVERS 

Vice-president A. L. Assmus of the Cleve- 
land Trust Company computes that the sav- 
ings depositors of that company have re- 
ceived not than $65,000,000 in regular 
interest payments since the Cleveland Trust 
Company was organized in 1894. He places 
the amount of interest payments made to 
savings depositors during 1932 at $3.145,000, 
distributed among 400,000 savings accounts. 

The year 1932 was one of conscientious 
and helpful service to customers at the Cleve- 
land Trust Company. An important develop- 
ment was the taking over of the Midland 
Bank during the first month of the year. 
The December 31, 1932 financial statement 
shows total resources of $276.356,080 includ- 
ing $25,663,578 cash and in bank; U. S. Gov- 
ernment securities $23,668,484: state, mu- 
nicipal and other bonds $25,163.385: loans, 
discounts and advances $187.744.913. De- 
posits total $240,917,308. Capital is $13,.800,- 
000; surplus and undivided profits $9,625,006. 


less 


THE GUARDIAN TRUST COMPANY OF 
CLEVELAND 

A glance at the December 31, 1932 financial 
statement of the Guardian Trust Company of 
Cleveland conveys evidence of the well for- 
tified position of that company and the con- 
servative quality of management. Resources 
total $148,417,566 with cash on hand and in 
banks of $13,872,696; U. S. Government se- 
eurities $16,131,481; municipal bonds and 
other bonds and securities $19,843,008: ecol- 
lateral loans $35,068,765: first mortgage real 
estate loans $31,589,912: other loans, dis- 
counts and advances $19,404,732. Deposits 
amount to $109,751,629. Capital is $7,000,- 
000; surplus and undivided profits $7,604,829 
and substantial special reserve fund of 
$2,600,000. Under the active direction of 
President J. A. House the Guardian has con- 
tributed in an important way to the financial 
stability of the community. 
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PROMOTIONS AT UNION TRUST 
COMPANY OF CLEVELAND 

A number of important advancements were 
made at the Union Trust Company of Cleve- 
land at the recent annual meeting. George 
P. Steele, formerly vice-president, was made 
an executive vice-president. Mr. Steele be- 
gan his banking career with the Painesville 
National Bank of Painesville, Ohio, and later 
became vice-president of the First National 
Bank of Cleveland which, in 1920, went into 
the merger which formed the Union Trust 
Company. C. B. Anderson, formerly treas- 
urer, Was made a vice-president, Mr. Ander- 
son gained his first banking experience with 
the Euclid Avenue National Bank, which, 
through successive consolidations, eventually 
became a part of the Union Trust Company. 

R. L. Williams, formerly assistant vice- 
president, was made a_ vice-president. Mr. 
Williams entered the Citizens Savings & 
Trust Company in 1892, and has had a wide 
range of banking experience. In 1920 the 
Citizens bank entered the consolidation 
which formed the Union Trust Company. 
R. B. Pettit, formerly assistant vice-presi- 
dent, succeeds to the title of treasurer, in 
place of Mr. Anderson. Mr. Pettit’s first 
banking experience was with the East End 
Savings Bank. For many years he has been 
one of the officers in the Union Trust col- 
lateral loan department. 

The financial statement of the Union Trust 
Company, as of December 31, 1932. shows 
combined resources of $253.276.599 with cash 
on hand and in banks $35,438,008: U. S. Gov- 
ernment securities $12,214,275; other bonds 
and securities $24,357,566: loans and dis- 
counts $152,990,920. Deposits total $194,925,- 
361. Capital is $22,850,000; surplus and un- 
divided profits $14,303,514. Earnings were 
fairly well maintained. The forty-eighth 
consecutive dividend paid January Ist 
amounted to $228,500. 

BANK OFFICERS AND EMPLOYEES LEAD 
IN RELIEF WORK 

Many communities in Ohio have been hard 
hit by depression because of the severe effect 
on industries which have been their chief 
reliance. An overland trip to some of the 
industrial centers of Ohio affords visual proof 
of the relative low margins on which plants 
and mills are operated. The same is true 
of industrial activity everywhere and _ not 
peculiar to conditions in Ohio. However, it 
is worthy of note that an exceptionally fine 
spirit of community helpfulness and chari- 
table regard obtains in such distressed com- 
munities. 

Deserving of unqualified credit is the gen- 
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erous manner in which official staffs and 
employees of banks and trust companies re- 
spond to and give support to unemployment 
and relief movements. Entire staffs are 
enlisted in drives for contributions to com- 
munity chests and emergency funds. Officers 
and employees of banks compete with each 
other to see who can enlist the largest num- 
ber and volume of support. 

Particularly gratifying as the current year 
draws to a close is the relief occasioned in 
communities which have suffered most se- 
verely from bank failures and where such 
institutions are resuming business. With the 
aid of new local capital, careful liquidation 
and borrowings from the Reconstruction 
Finance Corporation, cash is being made 


available to depositors and other creditors. 


OHIO BREVITIES 

E, W. Edwards, president of the Fifth- 
Third Union Trust Company of Cincinnati, 
has been elected vice-president in charge of 
the southwestern district of the Ohio Cham- 
ber of Commerce. 

Joseph S. Graydon of the law firm of 
Maxwell and Ramsey has been elected a di- 
rector of the Fifth-Third Union Trust Com- 
pany of Cincinnati. 

Mrs. Wilma Sinclair LeVan is president 
of the reopened Union Savings Bank and 
Trust Company of Steubenville, Ohio. She 
is the daughter of D. J. Sinclair, founder 
of the institution. 

Plans are progressing for reopening of the 
Niles Trust Company of Niles and of the 
Ohio Savings Bank and Trust Company of 
Toledo, Ohio. 

W. P. Walker, formerly vice-president of 
the Ohio State Bank and Trust Company 
of Akron, Ohio, has been elected vice-presi- 
dent of the Commercial Bank and Trust 
Company of Akron. 

Louis W. Greve, president of the Cleve- 
land Chamber of Commerce and president of 
the Cleveland Pneumatic Tool Company, has 
been elected a director of the Central United 
National Bank of Cleveland. 

John M. Beeler, former vice-president, has 
been elected president of the First National 
Bank and Trust Company of Hamilton, Ohio, 
suecceding the late Ernst G. Ruder. 

The Dime Trust & Safe Deposit Company 
of Shamokin, Pa., has been consolidated with 
the National Bank of Shamokin. 

The Lycoming Trust Company of Williams- 
port, Pa., reports banking resources of $13,- 
496,300 and individual trust funds of $15,- 
079,405. 
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Los Angeles 


Special Correspondence 


SECURITY-FIRST NATIONAL 
ESTABLISHES LARGE RESERVE 

As a matter of sound banking the direc- 
tors of the Security-First National Bank of 
Los Angeles have authorized the transfer of 
$8,500,000 from surplus and undivided profits 
to a reserve for contingencies. The adjust- 
ment leaves the capital at $30,000,000, sur- 
plus, $10,000,000, and undivided profits, 
$5,000,000. The directors also voted the reg- 
ular quarterly dividend at the annual rate 
of $3.60 per share on each $25 par value 
share outstanding, equivalent to 14.40 per 
cent on a $100 share basis. The directors 
also approved transfer of William E. White 
to the head office to take charge of trust 
investments and appointment of Orval Over- 
all, vice-president, as manager of the Fresno 
branch. The year’s earnings were satisfac- 
tory despite the influences of low rates for 
money and diminished volume of business 
turnover. Trust business at the main and 
branch offices yielded notable gains. 


CITIZENS NATIONAL TRUST & SAVINGS 
BANK 

At the annual meeting of the Citizens Na- 
tional Trust & Savings Bank, C. Parker Toms, 
well-known investment banker, was elected 
a member of the board. The December 31st 
financial statement showed total resources 
of $109,254,368 with cash, due from bonds, 
United States Government securities and 
state, county, municipal and other bonds 
amounting to $44,514,929. Loans and dis- 
counts are $60,096,158. Deposits total $91,- 
248,799. Capital is $5,000,000; surplus, 
$6,000,000.; undivided profits, $1,252,798; re- 
served for contingencies, taxes, ete., $2,640,- 
683. 


PERSONNEL CHANGES AT CALIFORNIA 
BANK 

W. H. Thompson, executive vice-president 
of the California Bank of Los Angeles, re- 
cently announced the following changes in 
personnel: W. S. Rash, junior vice-president, 
for several years in charge of the bank’s 
San Pedro office, has been transferred to the 
Wilmington office, succeeding Paul H. Eu- 
bank, resigned. At Wilmington, Rash will be 
assisted by Don C. Fohl, manager. B. A. 
Beckham, formerly manager at Lomita, will 
take Rash’s place at San Pedro, and F. W. 
McMullen, pro-manager at Lomita, has been 
named to succeed Beckham, 


LOS ANGELES BREVITIES 

Dr. W. B. Munro of the Security-First Na- 
tional, has been elected chairman of the 
California Community Foundation advisory 
board. 

Extra compensation has been allowed offi- 
cers and employees of the Security-First 
National Bank of Los Angeles, enabling them 
to continue the plan of group insurance in- 
augurated by the bank in 1930. 

The banks and trust companies of Los 
Angeles have contributed $100,000 to the 
Los Angeles community chest. In addition 
$25,000 was contributed by the banks for 
unemployment relief. 

Donald O’Melveny, vice-president of the 
Union Bank & Trust Company of Los An- 
geles, has been named chairman of the oil 
and natural gas securities committee of the 
Investment Bankers Association. 

Addison B. Day, president of the Los An- 
geles Gas & Plectriec Corporation has been 
elected a director of the Union Bank & 
Trust Company of Los Angeles. 


PORTLAND AGAIN HAS LARGEST BANK 
IN PACIFIC NORTHWEST 

The United States National Bank of Port- 
land, Ore., has regained its position as the 
largest bank of the Pacific Northwest, north 
of San Francisco and west of the Mississippi 
Valley. During the past year the United 
States National Bank increased its deposits 
to $65,000,000 and resources to $76,000,000. 
Including the ten affiliated banks within a 
radius of 50 miles of Portland, the United 
States National group commands resources 
of $91,000,000 and deposits of $77,000,000. 

The United States National traces its ex- 
istence back to 1887 when Captain J. C. Ains- 
worth organized the Ainsworth National 
Bank. Five years later the United States 
National Bank came into existence and in 
1902 the two banks were merged under the 
title of the latter. In subsequent years vari- 
ous other institutional marriages figured in 
the history of the United States National, 
marking stages of steady growth in business 
and sphere of service and influence. In 
reality the history of the bank may be car- 
ried back to the frontier days of 1859 when 
the Ladd & Tilton Bank, as the first bank- 
ing institution in the Pacific Northwest was 
founded and which in 1925 became an in- 
tegral part of the United States National 
Bank, which today occupies one of the most 
imposing banking homes in the United States. 
Particularly noteworthy is the expansion of 
trust service which has been successfully 
fostered by this institution. 
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San Francisco 


Special Correspondence 


SAN FRANCISCO DISTRICT LEADS IN 
CONSTRUCTION 

The San Francisco district leads the entire 
country in the volume of new construction 
and improvement projects, according to fig- 
ures given out by President Hoover’s com- 
mittee on industrial rehabilitation and based 
on reports from William A. Ross, chairman 
of the San Francisco district sub-committee. 
According to these returns there are commit- 
ments in this district for plant improvements, 
extensions and repair amounting to expen- 
diture of close to $30,000,000 and including 
an $8,000,000 modernization program of the 
Shell Oil Company. 

However, gratifying this evidence of enter- 
prise is, it tells only part of the story. Fore- 
most is the construction of two great bridges. 
One is the Golden Gate span which contem- 
plates an expenditure of $35,000,000 and will 
immediately provide employment for hun- 
dreds. Next there is the Bay bridge, in- 
volving outlay of $75,000,000 and upon which 
work will commence in March after certain 
legislation is passed. In the Bay district 
there are other big projects including a 
$5,000,000 bombing air base at Hamilton 
Field; a $6,000,000 army air base at Benton 
Field: a $5,000,000 air base at Sunnydale 
and construction at Mare Island Navy Yard 
amounting to $1,500,000. Other construction 
work is the building of the Hetch Hetcy 
aqueduct which is now in progress, to pro- 
vide cheap supply of water for industrial and 
domestic purposes. Besides these programs 
there is a great deal of private and industrial 
construction work either under way or con- 
templated. 


BANK OF AMERICA FOURTH LARGEST 
IN DEPOSITS 

The Bank of America of California, under 
the resumed guidance of A. P. Giannini and 
associates, now has the distinction of being 
the largest bank in the United States out- 
side of New York City in point of deposits. 
Only three New York banks, the Chase Na- 
tional, the National City and the Guaranty 
Trust, are ahead of the Bank of America as 
regards deposits, according to the latest ag- 
gregates. Likewise the Bank of America 
has made a distinctive record duriag the 
past year since March in the acquisition of 
new deposits amounting to $90,354,000 and 
bringing the total at the close of the year to 
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$749,658,304, including both the nationalized 
and the affiliated state chartered Bank of 
America. More than 217,000 new depositors 
were enrolled on the books of the Bank of 
America. 

Net earnings of the Bank of America for the 
last six months of 1932 amounted to $4,329,- 
000. <A total of $6,016,000, after deductions 
for depreciation, has been added to undivided 
profits bringing the total to $10,588,000. With 
this addition the surplus and undivided 
profits now total $52,338,000, exclusive of 
and in addition to $8,127,000 still remaining 
in the reserve for losses, contingencies, etc. 
The combined capital, surplus and reserves 
structure of the Bank of America at the 
close of 1932 amounted to $114,465,835. It 
is noteworthy that since March 12, bills pay- 
able have been reduced over $134,000,000 to 
$11,875,000. Holdings of United States 
Government securities have been increased 
since March by $12,538,000 to total of $176,- 
903,000. The combined statement further 
shows aggregate resources of $932,602,2SS8 
with cash in vault, in Federal Reserve Bank 
and deposits with other banks of $70,669,586. 
The Bank of America organization now con- 
ducts 410 banking offices in 248 California 
communities. At the recent annual meeting 
the board of directors of the Bank of America 
was reduced from 60 to 50 members by elimi- 
nating officers and other executives. 


San Francisco relief work for unemploy- 
ment distress and other worthy causes in- 
cluded a bond issue of $6,500,000 last Fall 
and community chest contributions amount- 
ing to $2,500,000. 

Frank E. Reed, assistant secretary of the 
Bank of America, has been elected president 
of the San Francisco Stock Transfer Asso- 
ciation. He succeeded Frank P. Gray of the 
Crocker First Federal Trust Company. 

W. J. Kieferdorf, executive vice-president 
and senior trust officer of the Bank of Amer- 
ica, has been named a member of the com- 
mittee on investments of the Savings Divi- 
sion, American Bankers Association. 

G. D. Schilling, of the Fresno branch of 
the Bank of America, has been appointed 
vice-president and transferred to the San 
Francisco head office in charge of branch 
division trust work. Walter E. Burns has 
been appointed to the Fresno district. 

The Bank of California of San Francisco 
reports total resources of $108,867,291; de- 
posits, $85,216,894; capital, $8,500,000; sur- 
plus and undivided profits, $7,637,448. Former 
Judge Charles W. Slack has been elected a 
director of the Bank of California. 
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FINE STATEMENT BY CROCKER BANKS 

The atmosphere of solidity and of activity 
in all departments which pervades the cor- 
ridors of the Crocker First National Bank 
and the affiliated Crocker First Federal Trust 
Company of San Francisco, finds reflection 
in a strong year end financial statement. 
Combined resources amount to $131,745,633 
and deposits of $110,303,805 represent an 
increase of $2,209,000 for the year. The cur- 
rent statement shows liquid items in excess 
of 68.8 per cent as compared with 62 per 
cent a year ago. Holdings of United States 
government securities increased $4,129,735 
to total of $24,229,373. State, municipal and 
other securities increased $1,566,550 to total 
of $29,419,601. Combined capital is $7,500,000 
with surplus and undivided profits of $6,107,- 
961. Dividends of $14 a share were paid 
during the year, representing $840,000. The 
report also shows that the bank building has 
been written down by $318,816. Notable was 
the increase in business registered by the 
trust department operations. 

The Crocker First National rendered a 
valuable community service during the past 
year by conducting good will advertising in 
national publications of wide circulation, 
focusing favorable ‘attention upon business, 
civic and other advantages of San Francisco. 
Locally the bank conducted effective adver- 
tising campaign directed toward business and 
professional interests. ‘The splendid publici- 
ty work of this institution is chiefly in the 
hands of J. F. Sullivan, Jr., vice-president 
and now serving a term as president of the 
California Bankers Association. 


OLD NATIONAL BANK AND UNION 
TRUST COMPANY OF SPOKANE 
Besides the helpful services rendered by 
the Old National Bank & Union Trust Com- 
pany of Spokane to its customers and finan- 
cial interests of the community, it has main- 
tained an even growth during the past year. 
Aggregate banking and trust department re- 
sources total over $55,000,000. Of this 
amount the trust department reports $35,- 
900,204 including trust investments of $18,- 
792,000, Banking resources amount to $19,- 
230,109 with deposits of $13,040,722. Capital 
is $1,500,000; surplus and undivided profits 

$418,435. 

The First National Bank of Orland, Cal., 
has been merged with the Bank of America. 
John J. Flaherty, president of the First 
National, will move to San Francisco, taking 
an executive position with the Bank of 
America. 


COMPANIES 


PUBLISHING FACTS ABOUT TRUST 
ADMINISTRATION 


In its trust advertising the Union Trust 
Company of San Diego, Cal., has taken the 
bull by the horns and in a series of dis- 
play advertisements sets forth important 
facts in vindicating the integrity and quali- 
ties of trust administration. This campaign 
was prompted by criticisms of trust service 
appearing in public print. Facts are gleaned 
from information appearing in Trust Com- 
PANIES Magazine from time to time and from 
addresses made by leading trust officials. The 
advertisements show that trust service has 
stood the severe test of the past few years; 
that only 2 per cent of all loans made by 
trust companies have had to be foreclosed 
and that property taken over will probably 
be sold without loss; that reports from the 
Comptroller of the Currency and bank su- 
pervisors of 48 states affirm that no loss of 
trust funds has been incurred during the 
past decade by reason of bank failures, dis- 
honesty or illegal conduct and that depres- 
sion has demonstrated the superior qualities 
of efficient trust administration in conser- 
vation of estate and property values as well 
as handling of investments. John F. For- 


ward, Jr., is president of the Union Trust 
Company and Albert G. Reader, trust officer. 


Carl Troppman has been advanced to as- 
sistant vice-president of the Anglo-California 
National Bank of San Francisco, in charge 
of personnel. Phillip S. Baker has been 
elected a director of the bank. The Decem- 
ber 31st statement shows total resources of 
$209,315,421 with combined capital, surplus 
and undivided profits of $16,193,639. 

A nation-wide average of cash require- 
ments to settle estates is 18.09 per cent, ac- 
cording to Federal figures. A recent analysis 
for Los Angeles County showed 13.29 per 
cent as the average cash requirement. Thus 
a person with a $100,000 estate must have ap- 
proximately $13,290 to $18,090 cash, on the 
average to pay these obligations. 

William E. White, vice-president and man- 
ager of the Fresno Branch of the Security- 
First National Bank of Los Angeles has 
been transferred to the main office of the 
bank to supervise investments of the trust 
department. Orval Overall, succeeds Mr. 
White at the Fresno Branch. 

John A. Schoonover, vice-president of the 
First National Bank of Sunnyside, has been 
elected a vice-president of the Old National 
Bank & Union Trust Company of Spokane. 





